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TOWARDS A GEOGRAPHICAL MODEL OF RESIDENTIAL DISINVESTMENT:
RESIDENTIAL MORTGAGE LENDING PATTERNS IN 
THE OKLAHOMA CITY METROPOLITAN AREA
ABSTRACT
by John Alexander Menary, PH.D.
The U n iv e r s i ty  o f  Oklahoma, 1982
The o b j e c t i v e  o f  t h i s  s tudy  i s  to  develop a geographic exp lana t ion  
f o r  r e s i d e n t i a l  d i s in v e s tm en t .  The l i t e r a t u r e  o f  t r a d i t i o n a l  urban s o c io ­
economic r e s e a r c h  o f f e r s  an i n d i v i d u a l i s t i c ,  d i s a g g re g a te  account  o f  t h i s  
phenomenon, but  th e  f in d i n g s  a r e  confus ing  and incomplete.  In p a r t ,  t h i s  
i s  because r a t i o n a l  economic cho ice  and consumer demand a r e  i n s u f f i c i e n t  to 
exp la in  s p a t i a l  d i s p a r i t i e s  in  f in a n c in g  w i th in  an urban a r e a .  In a d d i t io n  
th e r e  i s  l i t t l e  r e s e a r c h  l i n k in g  consumer demand and socio-economic f a c t o r s  
with housing and f inance  v a r i a b l e s  and p rocesses .
To f i l l  t h i s  void a geographica l  a n a l y s i s  o f  th e  p a t t e r n  o f  
r e s i d e n t i a l  mortgage le nd ing  was performed f o r  the  m e t ro p o l i t a n  Oklahoma 
City  a r e a .  The p r i n c i p l e  f in d in g s  o f  t h i s  s tudy a re  th e  fo l lowing :  F i r s t ,
d i s in v e s tm en t  i s  a more complex s p a t i a l  a s p e c t  o f  r e d l i n i n g ,  the  elements of  
which cannot  be expla ined  adequa te ly  simply in terms o f  an urban-suburban 
typology;  second, a more comprehensive exp lana t ion  o f  d i s inve s tm en t  i s  
o f f e r e d  which sy n th e s iz e s  and i n t e g r a t e s  the  demand and supply f a c t o r s  with in
I X
a t h e o r e t i c a l  framework der ived  from orthodox and c r i t i c a l  th e o ry ,  and; 
t h i r d ,  the  t h e o r e t i c a l  d i s c u s s io n  i s  the  f i r s t  e x p l i c i t  geographical  account  
of  d i s in v e s tm e n t .  A geographic model i s  proposed which s o l i c i t s  some 
v a r i a b l e s  connec ting  personal  f a c t o r s  with pub li c  and p r i v a t e  housing- 
f in an c e  i n s t i t u t i o n a l  behavior .
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TOWARDS A GEOGRAPHIC MODEL OF RESIDENTIAL DISINVESTMENT:
RESIDENTIAL MORTGAGE LENDING PATTERNS IN 
THE OKLAHOMA CITY METROPOLITAN AREA
CHAPTER I 
I n t ro d u c t io n
Housing f o r  urban r e s i d e n t s  i s  an important  po l i cy  i s sue  a t  the 
n a t i o n a l ,  s t a t e ,  and loca l  l e v e l s  in the  United S t a t e s .  A c r i t i c a l  f a c t o r  
in housing i s  the  a v a i l a b i l i t y  o f  mortgage f inanc ing  f o r  p rospec t ive  home 
buyers.  Housing v a r i e s ,  however, by l o c a t i o n ,  age,  q u a l i t y ,  s i z e ,  and o th e r  
c h a r a c t e r i s t i c s  t h a t  a f f e c t  i t s  value and m o r tg a g a b i l i ty .  S i m i l a r l y ,  home 
buyers vary according t o  personal  c h a r a c t e r i s t i c s  t h a t  in f luence  t h e i r  
a b i l i t y  to  borrow funds f o r  a home purchase.  The i n t e r a c t i o n s  among 
p e r s o n a l , housing,  and f inance  c h a r a c t e r i s t i c s ,  in t u r n ,  a f f e c t s  the  lo c a t io n  
p a t t e r n  o f  r e s id e n t s  o r  the  s o c ia l  geography with in  urban a r e a s .  This  s tudy 
c o n t r i b u t e s  to  urban soc ia l  geography by address ing  complex i s sues  o f  urban 
r e s i d e n t i a l  l o c a t i o n ,  th e  a v a i l a b i l i t y  o f  mortgage funds ,  and c o n s t r a i n t s  
on the  l o c a t io n  o f  urban r e s i d e n t s .
2Social  geography t r e a t s  the  s o c ia l  i n t e r a c t i v e  processes  o pe r ­
a t in g  in  a s p a t i a l  c o n t e x t ,  and the  consequences o f  th e se  behaviors as 
r e f l e c t e d  in a s p a t i a l  p a t t e r n  (Brunn, 1978). The behavioral  processes  
may be a s s o c i a t e d  with  i n d i v i d u a l s ,  g roups ,  o r  i n s t i t u t i o n s ,  such as 
bu s in e s s e s ,  churches ,  governments,  f i n a n c i a l  i n s t i t u t i o n s ,  and vo lun ta ry  
a s s o c i a t i o n s  which f in d  express ion  in  a soc ia l  c o n te x t .  The emphasis on 
l o c a t io n  as an in f lu e n c e  on ind iv idua l  and group behaviora l  p rocesses  and 
the  r e s u l t i n g  l o c a t io n a l  p a t t e r n  i s  one d i s t i n g u i s h i n g  f e a t u r e  o f  soc ia l  
geography.
Social  geography 's  concern f o r  the  r e l a t i o n s h i p ( s )  between 
l o c a t io n  and behavior  e n t a i l s  some p rovoca t ive  and c o n t ro v e r s i a l  t h e o r i z in g  
about  the  c i t y ,  s o c ia l  w e l l -b e in g ,  i n e q u a l i t y  and c o n f l i c t .  As y e t  t h e r e  
i s  no theo ry  e x p la in in g  the  s o c i o - s p a t i a l  s t r u c t u r e  o f  the  American c i t y ,  
which i s  accep ted  u n i v e r s a l l y .  In t h i s  connec t ion ,  two p r i n i c i p a l  geograph­
ic a l  p e r s p e c t iv e s  c h a r a c t e r i z e  the  f i e l d :  a t r a d i t i o n a l  o r  nomological and
a c r i t i c a l ,  neo-Marx ist  approach.^  As recognized  by Hay (1979, p. 22) 
the se  two p e r s p e c t iv e s  produce:
. . . a  nomological geography which s eek s ,  f o r  example to  
unders tand  the  workings o f  urban r e n t  theo ry  as pos i -  
t i v i s t i c a l l y  o b s e r v e d , . . . a n d  a c r i t i c a l  geography which
^Nomological i s  a ph i lo soph ica l  term d e f in in g  the  mode o f  reason ing 
c h a r a c t e r i z i n g  the  e x p lana t ion  o f  human behavior  such as c l a s s i c a l  and 
n e o c l a s s i c a l  economics.  C r i t i c a l  th e o ry  c o n s i s t s  o f  two, not n e c e s s a r i l y  
d iv e rg e n t  l i t e r a t u r e  bod ies:  i n s t i t u t i o n a l  th e o ry  and neo-Marxist  th e o ry .
In g e n e r a l ,  the f i r s t  group focuses  on th e  i n f lu e n c e s  o f  i n s t i t u t i o n s  upon 
the  urban s t r u c t u r e  by examining th e  c l a s s  r e l a t i o n s h i p  among l a n d lo r d ,  
t e n a n t s ,  rea l  e s t a t e  r e p r e s e n t a t i v e s ,  and f i n a n c i a l  lending  i n s t i t u t i o n s .
The second group,  v a r i e s  from the  f i r s t  group because o f  a concern f o r  
s o c i e t y ,  the  p o l i t i c a l  economy and c a p i t a l  f lows.  There i s  a d e f i n i t e  
d e s i r e  on the  p a r t  o f  both p e r s p e c t iv e s  to  r e c t i f y  major conceptual  and 
t e c h n ic a l  e r r o r s  revo lv ing  around l o c a t i o n .  Both approaches cha l lenge  the  
a b i l i t y  o f  orthodox th e o ry ,  which i s  a s p a t i a l  and a tem p o ra l , to  re so lve  
urban as well as r eg iona l  problems.
po in t s  to  the e x t e n t  to  which p r e s e n t  urban r e n t  systems 
a re  themselves t r an s fo rm a t io n s  o f  the  c a p i t a l i s t  system, 
but  which admits  t h a t  some o f  i t s  f e a t u r e s  may indeed be 
" i n v a r i a n t  r e g u l a r i t i e s " ___
Hay's  (1979) comment i s  i n s t r u c t i v e  because i t  r a i s e s  ano the r  
problem. To d a t e ,  geographers have not  addressed  the in f luence  of  
empir ica l  geographic  re sea rch  on p u b l i c  p o l i c y .  For example,  each o f  the 
p e r s p e c t iv e s  focuses on a s i m i l a r  s u b je c t  m a t t e r ,  l i k e  land v a lu es .  There 
i s  some doubt then as to  which o f  the se  i s  r e l e v a n t  to the e x p lana t ion  o f  
the d i s t r i b u t i o n  o f  r e s i d e n t i a l  land use a c t i v i t i e s  and,  in t u r n ,  the 
s o c i o - s p a t i a l  s t r u c t u r e  o f  the c i t y .  I f  th e se  two p e r s p e c t iv e s  o f f e r  
d i f f e r i n g  ex p la n a t io n s  o f  the same s u b j e c t  m a t t e r ,  they can produce 
d i f f e r e n t  im p l ic a t io n s  f o r  urban p o l i cy  des ign .
Recen t ly ,  Herber t  and Smith (1979) have noted the  p o s s ib le  
convergence o f  the t h e o r e t i c a l  approaches .  Research emphasizes the soc ia l  
and p o l i t i c a l - e c o n o m ic  p rocesses  a c t i n g  as c o n s t r a i n t s  on p r i v a t i s t i c  or  
ind iv idua l  choice  and dec i s ion  making. One o b j e c t i v e  o f  the r e s ea rch  i s  the 
c o n s t ru c t io n  o f  a t h e o r e t i c a l  framework which d esc r ib e s  and ex p la in s  the 
i n t e r r e l a t i o n s  among the  s t r u c t u r e  o f  s o c i e t y ,  o f  the  p o l i t i c a l  economy, of  
f inance-hous ing  r e l a t e d  i n s t i t u t i o n s ,  o f  the  decision-making processes  o f  the  
involved  a c t o r s  and the  r e s u l t i n g  c o n s t r a i n t s  on cho ice ,  o p p o r t u n i t i e s ,  and 
a c c e s s i b i l i t y .
The major t h e s i s  o f  t h i s  s tudy i s  t h a t  the  c r i t i c a l  or  neo- 
Marxist  account  o f  urban p rocesses  complements the  t r a d i t i o n  nomological 
ex p la n a t io n s .  Rather than  to  ques t ion  whether one pe r sp ec t iv e  i s  more 
ap p ro p r ia t e  f o r  pub l i c  p o l i cy  designed to  r e s o lv e  the ques t ion  o f  d i s i n v e s t ­
ment, t h i s  s tudy  t r i e s  to  supply some reasons  why both approaches a r e  
im portan t .
4Formally s t a t e d ,  th e  o b j e c t i v e s  o f  the  study a re  t h r e e - f o l d .
F i r s t ,  the study sy n th es iz e s  the  r e l e v a n t  American l i t e r a t u r e  o f  urban 
sc ience  upon which can be founded an a n a ly s i s  o f  r e d l i n i n g .  Second, an 
empir ica l  s tudy  i d e n t i f i e s  t h e  s p a t i a l  p a t t e r n  o f  mortgage lending and 
d is inves tm en t  in  m e t ro p o l i t an  Oklahoma C ity .  Th i rd ,  as  an i l l u s t r a t i o n  of  
the  problemat ic  na tu re  o f  r e d l i n i n g  a n a l y s i s  the  m e t ropo l i t an  Oklahoma City 
a n a l y s i s  sugges ts  the  need f o r  a t h e o r e t i c a l  framework which would guide the 
s e l e c t i o n  o f  da ta  and te chn iques  r equ i re d  f o r  a more comprehensive assessment 
o f  r e d l i n i n g .
O ut l ine  o f  the  Study
The t r a d i t i o n a l  o r  nomological accounts o f  urban r e s i d e n t i a l  land 
va lues  and l o c a t i o n ,  a re  c l o s e l y  a f f i l i a t e d  with both c l a s s i c a l  and 
n e o c l a s s i c a l  micro-economics,  urban soc io logy ,  human eco logy,  and urban 
geography.  Chapter  I I  reviews the  t r a d i t i o n a l  micro- leve l  s p a t i a l  economic 
p ro p o s i t i o n s  and empirica l  f in d in g s  r e l e v a n t  to  housing f inance .
However much urban geographers d i scuss  and analyze  the  s p a t i a l  form 
o f  urban r e s i d e n t i a l  a r e a s ,  the  economic and soc ia l  ( ec o lo g ic a l )  p e r spec t ives  
remain both i n t a c t  but  s e p a r a t e .  For i n s t a n c e ,  on the  one hand, t h e r e  a re  
empir ica l  s tu d ie s  o f  urban land  values  and the  housing sub-market ,  fashioned  
on the  bas i s  o f  s p a t i a l  economics.  These i n v e s t i g a t i o n s  process a la rg e  
number o f  endogenous s p a t i a l  and economic v a r i a b l e s  such as d i s t a n c e ,  land 
v a lu e s ,  and house p r i c e s ,  r e l a t i n g  changes in th e se  f a c t o r s  to  changes in 
exogenous f a c t o r s  o r  e x t e r n a l i t i e s  l i k e  the  leve l  of  pub l i c  and p r iv a t e  
goods and s e r v i c e s .  Other empir ica l  s tu d ie s  s i m i l a r l y  analyze a l a rge  
number o f  v a r i a b l e s  r e p r e s e n t a t i v e  o f  human ecology concepts  l i k e  e thn ic  
s t a t u s ,  family s t a t u s ,  and socio-economic s t a t u s .  Two s e t s  of  empirica l
5f ind ings  emerge: one concerned with s p a t i a l  economic s e p a r a t i o n ,  the o th e r  
with s o c i o - s p a t i a l  s e p a ra t io n .  This  s t a t e  o f  a f f a i r s  i s  d isp layed  in the 
a n a l y s i s  o f  r e s i d e n t i a l  l o c a t i o n ,  neighborhood change,  r e s i d e n t i a l  
s e g re g a t io n ,  and,  more r e c e n t l y ,  r e s i d e n t i a l  d is inves tm en t  o r  red l i n i n g .
The f ind ings  o f  th e se  s t u d i e s  a re  d i spu ted  f o r  th r e e  reasons .
F i r s t ,  the  s tu d ie s  presume t h a t  the  ind iv idua l  i s  ab le  and w i l l i n g  to  
manipulate space or  lo c a t io n  by moving f r e e l y  from one lo c a t io n  to  ano ther .
For example, when faced with neighborhood d e t e r i o r a t i o n ,  r e s i d e n t s  a re  
assumed to  merely r e l o c a t e .  Second, d i s c u s s io n s  o f  the p a t t e r n s  o f  ne ighbor­
hood change seldom inc luded  a c o n s id e r a t io n  o f  the  i n s t i t u t i o n a l  f a c t o r s  
in f luenc ing  th e se  p a t t e r n s .  For i n s t a n c e ,  u n t i l  r e c e n t ly  l i t t l e  resea rch  
focused on the  r o l e  played by f i n a n c i a l  i n s t i t u t i o n s  and,  s p e c i f i c a l l y ,  
mortgage lending p r a c t i c e s  (Palm, 1979). Even geographic s tu d ie s  of  
d ec l in in g  c e n t r a l - c i t y  neighborhoods do no t  i d e n t i f y  the  types o f  behaviora l  
processes  in f lu en c in g  r e s i d e n t i a l  and f i n a n c i a l  p a t t e r n s .  T h i rd ,  the  
a s s o c i a t i o n  between the  ind iv idua l  decision-making process and o th e r  s o c i a l ,  
p o l i t i c a l  and economic p rocesses  i s  no t  a well understood t o p i c .
Recent s t u d i e s  by geographers have s t a r t e d  to  focus on the  
c o n t r i b u t i o n  urban pub lic  p o l i c i e s  make to  neighborhood change. S t i l l  l i t t l e  
emphasis i s  placed on unders tand ing th e  e f f e c t s  o f  p r iv a t e  p o l i c y .  Boddy 
(1976) in  an examination o f  bu i ld ing  s o c i e t i e s  in  Newcastle-upon-Tyne,  argues 
t h a t  any a n a l y s i s  o f  urban processes  i s  s u p e r f i c i a l  un le ss  t h e r e  i s  an 
examination o f  the  r o l e  played by p r i v a t e  f i n a n c i a l  i n s t i t u t i o n s .  Boddy 
found t h a t  mortgage le nders  named s p e c i f i c  a r ea s  cons idered r e d - l i n e d  in which 
no p roper ty  would be accepted as loan s e c u r i t y .  S im i l a r l y ,  Harvey and 
C h a t t e r j e e  (1974),  in  t h e i r  a n a l y s i s  o f  mortgage lending behavior  in Baltimore 
housing markets ,  conclude t h a t  in Balt imore the  a b i l i t y  to  secure
6a r e s i d e n t i a l  mortgage i s  noo only inc om e-re la ted ,  but  a l s o  a func t ion  o f  the 
p o l i c i e s  o f  both f in a n c i a l  and governmental i n s t i t u t i o n s .  There i s  emerging 
some consenus t h a t  the  p o l i c i e s  o f  p r i v a t e  and pub l i c  i n s t i t u t i o n s  a r e  a 
widespread urban phenomenon which c o n t r i b u t e  to  investment in some ne ighbor­
hoods a t  the  expense o f  d is inves tm en t  in some o t h e r s .  The geographical  form 
o f  the  supply o f  mortgage money i s  one index o f  the  a s s o c i a t i o n  between 
i n s t i t u t i o n a l  p o l i c i e s  and d isves tm ent dec is ion-making.
A c e n t r a l  theme i s  the  r e l a t i o n s h i p  between i n s t i t u t i o n a l  behav ior 
and the  s p a t i a l  form o f  the  d i s t r i b u t i o n  o f  r e s i d e n t i a l  mortgage money 
(Palm, 1979). Chapter  I I I  examines t h i s  r e l a t i o n s h i p  in  a d e s c r i p t i v e  study 
o f  the  Oklahoma City m e t ropo l i t an  a r e a .  The evidence t e n t a t i v e l y  sugges ts  
t h a t  r e s i d e n t i a l  d is inves tm en t  i s  t a k ing  p lace .  There i s  reason to  be 
cau t ious  however. There i s  a s e c t o r  o f  the  m e t ro p o l i t an  a rea  which,  c o n s i s ­
t e n t l y  over the  study per iod  i s  a l l o c a t e d  a l a rg e  p ropor t ion  o f  the  t o t a l  
d o l l a r s  loaned .  This s e c t o r  extends th rough the  nor thwes te rn  quadran t  o f  
the m e t ro p o l i t an  a rea  as well as the  in n e r  c i t y .  There i s  some ques t ion  
then whether a s t r i c t  'u rban '  d e f i n i t i o n  o f  d i s inves tm en t  i s  a c c u ra te .
An economic index o f  mortgage d e f i c i e n c y  i s  cons t ruc ted  us ing the  
v a r i a b l e s  o f  income, owner-occupancy,  and the  t o t a l  number o f  households.
When the  v a r i a b l e s  a re  t e s t e d  in the absence o f  any s p a t i a l  c o n s i d e r a t i o n s ,  
the economic f a c t o r s  a r e  s i g n i f i c a n t .  When th e  index i s  a pp l ied  s p a t i a l l y  
the r e s u l t s  a re  confus ing .  At the  m e t ro p o l i t an  l e v e l ,  the  v a r i a b l e s  account  
fo r  a decreas ing  p ropor t ion  o f  the  v a r i a t i o n  in mortgage lending  over the  
study pe r iod .  Doing a comparable i n v e s t i g a t i o n  o f  Oklahoma City  i t s e l f  with  
the surrounding  suburban m u n i c i p a l i t i e s ,  the  v a r i a b l e s  remain s i g n i f i c a n t l y  
a s s o c i a t e d ,  but  they account  f o r  a l a r g e r  p ropor t ion  o f  the  v a r i a t i o n  in
7Oklahoma C ity .  F i n a l ly ,  when the d i s t r i b u t i o n  o f  government-insured loans 
i s  taken i n t o  account ,  ano the r  i n d i c a t o r  o f  r e s i d e n t i a l  d i s inves tm en t  (Palm, 
1979),  the  l a r g e s t  number o f  th e se  a re  found in  the  southern and e a s t e r n  sub­
urban m u n i c i p a l i t i e s  and in the  n o r th e a s t e rn  and southern  h a l f  o f  Oklahoma 
City i t s e l f .
A primary reason f o r  t h e o r i z i n g  about the  geographical  p a t t e r n  o f  
urban phenomena l i k e  mortgage lending  i s  the  d e s i r e  to  uncover an exp lanation .  
The a s s o c i a t i o n  between income and mortgage l e v e l s  sugges ts  in c re as in g  
i n e q u a l i t y  in  the leve l  o f  mortgage lending  between c e r t a i n  i n n e r c i t y  and 
suburban a r e a s .  A c o r r e l a t i o n  with r a c i a l - e t h n i c  f a c t o r s ,  which were not  
a v a i l a b l e  f o r  the  Oklahoma City s tudy ,  could a l s o  be r e l a t e d  to t h i s  
i n e q u a l i t y .  These personal  v a r i a b l e s  sugges t  a need to  account  f o r  the se  
r e l a t i o n s h i p s .  Poss ib le  exp lana t ions  found in  th e  l i t e r a t u r e  revolve  around 
i n s t i t u t i o n a l  p ro c e s s e s ,  in ad d i t io n  to  the  more convent ional  economic, 
p o l i t i c a l ,  and managerial  p rocesse s .
Recent c r i t i c a l  a t tem pts  to  design a t h e o r e t i c a l  s t r u c t u r e  to 
account  f o r  the  p rocesses  under ly ing  the observed  geographical  form are  
reviewed in  Chapter  IV. E s s e n t i a l l y  e f f o r t s  a r e  o r i e n t e d  towards a reform­
u la t i o n  o f  the  major concepts  and themes permeating the more orthodox f r e e -  
market approach to the  d i s t r i b u t i o n  o f  r e s i d e n t i a l  s p a t i a l  a c t i v i t i e s .  By 
c o n t r a s t ,  t h i s  re fo rm u la t ion  embeds th e  concept  o f  a market w i th in  a 
c o n c e p tu a l i z a t io n  o f  the  c a p i t a l i s t  s o c i e t y  and the  s t a t e ,  a c a p i t a l  
accumulat ion p roces s ,  and the  i n t e r n a l  evo lu t io n  o f  the  geographical  form 
o f  m e t ropo l i t an  land use.  The b u i l t  environment i s  pe rce ived  as a r e i f i e d  
so c ia l  and p o l i t i c a l - e c o n o m ic  system def ined  by the  i n t e r a c t i o n s  o f  both 
i n d i v i d u a l ,  group,  and i n s t i t u t i o n a l  dec i s io n  makers as manifes ted  by the
8urban land use p a t t e r n .
R es ide n t ia l  phenomena a re  d i scussed  in r e fe ren c e  to  housing- 
f inance  p rocesses .  In the  r e fo rm u la t io n ,  the  s p a t i a l  and temporal p a t t e rn s  
remain an express ion  o f  d i f f e r e n t i a l  l o c a t io n a l  comparat ive advantage .  When 
viewed from t h i s  p e r s p e c t iv e  housing and neighborhood community a re  
analyzed as an express ion  of  a s o c ia l  form, the  hous ing- f inance  market ,  and 
the  i n t e r a c t i o n  between ind iv idua l  and i n s t i t u t i o n a l  f o rc e s .  The s p a t i a l  
p a t t e r n s  e n t a i l  no t  only  the s e t  o f  p o l i t i c a l ,  economic, and i n s t i t u t i o n a l  
mechanisms but  i n d i c a t e  the  c y c l i c a l  na tu re  o f  the  processes  r e s p o n s ib le  fo r  
c r e a t i n g ,  e x t r a c t i n g ,  and aggrega t ing  physica l  and human c a p i t a l .  The 
chap te r  concludes with  some g u id e l in e s  f o r  th e  development o f  a s u i t a b l e  
but rudimentary  model .
By way o f  conclus ion  Chapter  V summarizes the  main t h e s i s  e l u c i ­
dated  in  the  t e x t ,  and po in t s  to  f u t u r e  avenues o f  r e s ea rch .  In a 
p re l im ina ry  fa sh ion  the  arguments o f  t r a d i t i o n a l  and c r i t i c a l  theo ry  a r e ,  
in th e o ry  a t  l e a s t ,  complementary. The c o n t r a d i c t i o n s  r evea led  by advocates 
o f  c r i t i c a l  theo ry  sugges t  a need f o r  a more e x tens ive  i n v e s t i g a t i o n  in to  
in d iv idua l  behav ior  in  g e n e ra l ,  and p a r t i c u l a r l y  the  behaviora l  processes  
in the  f i n a n c i a l  s e c t o r .  In a d d i t i o n ,  c a r e fu l  a t t e n t i o n  must be focused on 
the  types  o f  r ea son ing ,  models and p o l i cy  dev ices  which may be app l ied  to 
a l t e r  human behavior.
ECONOMIC AND SOCIAL UNDERPINNINGS OF 
RESIDENTIAL DISINVESTMENT
CHAPTER II  
I n t roduc t ion
Since  the  1960 's ,  urban models have emerged l a r g e l y  from urban 
economics.  The i n v e s t i g a t i o n  o f  urban p a t t e r n s  under the  ru b r i c  o f  economic 
geographic theory  i s  p a r t i a l l y  a r e f l e c t i o n  o f  th e  importance o f  economic 
r eason ing .  Urban so c io lo g ica l  and geographic models have a l s o  evolved but 
from a human eco log ica l  p e r s p e c t iv e .  Each f i e l d  has c o n t r ib u te d  empirica l  
f in d in g s  and va r ious  hypotheses regard ing  urban p a t t e r n s .  This chap te r  
cons ide rs  th e  c l a s s i c a l  s p a t i a l  economic and s o c i o - s p a t i a l  th eo ry  and 
empir ica l  hypotheses .
I t  i s  usefu l  here to  c l a s s i f y  the  a v a i l a b l e  knowledge on th e  
modern c i t y  and i t s  geographical  dimensions in t o  a t  l e a s t  two types  o f  
s t u d i e s .  One approach uses d i s t a n c e ,  measured in terms o f  t r a n s p o r t a t i o n  
c o s t s ,  as  an exp lana to ry  v a r i a b l e  of  in d iv idua l  and hosehold l o c a t i o n .  In 
t h e o r e t i c a l  te rm s ,  t h i s  approach s t r e s s e s  the  f a m i l i a r  concept  o f  a c c e s s i ­
b i l i t y .  A res idence-work r e l a t i o n s h i p  i s  reduced to  the  tendency o f  
i n d i v id u a l s  and households to  minimize t h e i r  t r a n s p o r t a t i o n  c o s t s .  In 
r e l a t i n g  th e  t r a n s p o r t a t i o n  f a c t o r  with the  re s idence  f a c t o r ,  t h e se  models
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in t roduce  a t r a d e - o f f  r e l a t i o n s h i p  between t r a n s p o r t  c o s t s  and housing cos t s  
w i th in  a household ' s  budget .  Most c h a r a c t e r i s t i c  a re  the  models o f  Alonso 
(1960, 1965),  Wingo (1961),  Muth (1969),  Kain (1968),  and Beckmann (1969, 
1973). These e f f o r t s  w i l l  hencefo rth  be r e f e r r e d  to in te rchangeab ly  as the 
" t r a d e - o f f "  o r  " a c c e s s i b i l i t y "  models.  The d i sagg rega te  models o f  the  1970's  
extend th e  reasoning espoused in t h e se  models.
A second major approach a t t a c k s  the s in g u l a r  s i g n i f i c a n c e  a t t ached  
to  work lo c a t io n  and,  consequen t ly ,  the  importance o f  res idence-work 
a c c e s s i b i l i t y .  To such t h e o r i s t s ,  the  c o s t  o f  journey  to  work i s  j u s t  
ano the r  c o n s t r a i n t  on the  f in a l  l o c a t io n a l  d ec i s ion  o f  the in d iv idua l  or  o f  
th e  household. A c c e s s i b i l i t y  i s  a secondary p r i o r i t y  because the  primary 
concern i s  the  choice o f  a house,  the  s e l e c t i o n  o f  a r e s i d e n t i a l  neighborhood 
and the  v a r i a t i o n  in  the  r e s i d e n t i a l  o r  environmental  q u a l i t y  o f  l i f e .  This 
approach i s  c h a r a c t e r i z e d  by the  a r b i t r a g e  and f i l t e r i n g  models (Palm, 1981).
Both types  o f  in q u i ry  focus on th e  ind iv idua l  o r  household in a 
monocentr ic  c i t y  wherein a f r e e  housing market i s  o p e ra t in g .  They deal with 
the  s o c i a l ,  ( p o l i t i c a l  and economic f o r c e s )  but  as e x t e r n a l i t i e s .
In both i n s t a n c e s ,  a p r in c ip a l  concern i s  to  i d e n t i f y  the  r e l a t i o n ­
sh ips  among l o c a t io n s  a t  th e  micro- and m a cro - leve l ,  r e s p e c t i v e l y ,  and t h e i r  
e f f o r t s  on d i f f e r e n t  l e v e l s  o f  behav ior .  For example, var ious  types  of  
s p a t i a l l y  d i f f e r e n t i a t e d  (census)  da ta  a re  a v a i l a b l e :  socio-economic s t a t u s  
( e . g . ,  house v a lu e s ,  income), family s t a t u s ,  and e th n ic  s t a t u s .  These da ta  
a re  aggrega ted ,  d i s a g g re g a te d ,  su b jec ted  to  var ious  q u a n t i t a t i v e  te chn iques ,  
and mapped a t  a v a r i e t y  o f  s c a l e s .  An i m p l i c i t  purpose o f  such empir ica l  
ana lyses  i s  t o  c o n t r i b u t e  to  a th eo ry  which demonstrated t h a t  the  c h a r a c t e r ­
i s t i c s  and a c t i v i t i e s  o f  i n d iv id u a l s  o r  households determine the  s t r u c t u r e  
o f  the  urban landscape o r  the  urban s p a t i a l  p a t t e r n .
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The s p a t i a l  i n t e r a c t i o n  t h r u s t  and the re levance  o f  land a r e  both 
ev iden t  in the  theo ry  o f  r e s i d e n t i a l  land use and lo c a t io n  d ec i s io n  making. 
Normally,  the  d i s t r i b u t i o n  of  land r e n t  based on a c c e s s i b i l i t y  i s  a 
s i g n i f i c a n t  f a c t o r  in  exp la in ing  the d i s t r i b u t i o n  o f  r e s i d e n t i a l  land use 
as well as how in d i v id u a l s  make r e s i d e n t i a l  lo c a t io n a l  d e c i s i o n s .  Also,  
r e s i d e n t i a l  l o c a t i o n  a n a l y s i s  d e s c r ib e s  the  fo r c e s  which push and pull  
r e s i d e n t s  from one neighborhood to  a n o th e r  a n d /o r  from the c e n t r a l  c i t y  to  
suburb ia .  Succession o r  t r a n s i t i o n  o f  th e  r e s i d e n t i a l  popu la t ions  in 
( r e s i d e n t i a l )  neighborhoods a t  th e  i n t r a - u r b a n  le ve l  i s  a f u r t h e r  dimension 
of  the  general  s p a t i a l  i n t e r a c t i o n  p ro ces s e s .
A v a r i e t y  o f  empir ica l  hypotheses a s c r i b e  reasons f o r  the  
d i s t r i b u t i o n  o f  r e s i d e n t i a l  land use .  The i n t e n t  o f  the  fo l lowing review i s  
not s imply t o  o f f e r  a comprehensive s y n th e s i s  o f  th e  t h e o r e t i c a l  and 
em pir ica l  f i n d i n g s ,  bu t  to  sugges t  a r easonab ly  cogent  n a r r a t i v e  a p p r o p r i a t e  
fo r  the  exp lana t ion  o f  urban r e s i d e n t i a l  d i s i n v e s t m e n t . 1
Monocentr ic C ity  Theory: A S p a t i a l  Economic P erspec t ive
The p u b l i c a t i o n  o f  A lonso 's  (1960) r e s e a r c h  heralded  the 
t h e o r e t i c a l  development o f  a d i s a g g r e g a te d ,  m i c r o - s p a t i a l  approach to  
r e s i d e n t i a l  land use .  Alonso 's  (1960) approach c o n s i s t s  o f  a s t a t i c  
equ i l ib r ium  u t i l i t y - m a x i m i z a t i o n  model i n c o rp o r a t in g  budget c o n s t r a i n t s  
d e s c r ib in g  a process  through which households and f irms compete f o r  p a r t i c u l a r  
l o t s  o f  land in  a way t h a t  w i l l  maximize e f f i c i e n c y  and s a t i s f a c t i o n  f o r  the
^A d e t a i l e d  review o f  the  models and empirica l  r e s u l t s  in urban 
economic and s o c ia l  r e sea rch  over  the  p a s t  decade i s  provided by Golds te in  
(1980) and F r i s b i e  (1980).  Readers who d e s i r e  a g r e a t e r  h i s t o r i c a l  
p e r s p e c t iv e  a r e  r e f e r r e d  to  C a r t e r  (1980) and Rhind and Hudson (1980).
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com pe t i to r s .  Competi t ion f o r  l o c a t io n  and s i z e  o f  l o t  i s  expressed through 
a b i d - r e n t  f unc t ion  fo r  each household (and /o r  f i rm ) .  A market equ i l ib r iu m  
i s  achieved when e f f i c i e n c y  i s  maximized f o r  every b idde r  s u b j e c t  to  
a v a i l a b l e  income.
U nfo r tuna te ly ,  t h i s  spa t i a l -econom ic  equ i l ib r ium  model i s  not 
s u f f i c i e n t  to  d e r iv e  market e q u i l ib r iu m  when urban f i rms a re  a l s o  p r e s e n t .  
For t h i s  purpose,  f i rms and households a re  r ep re sen ted  by f a m i l i e s  o f  bid 
p r i c e s ,  and the  s lopes  d i f f e r  l o c a t i o n a l l y .  Consequently,  the s teepness  o f  
the  bid fu n c t io n  w i l l  determine  the  d i s t a n c e  o f  the  e s t a b l i s h m e n t  from the  
c i t y  c e n t e r .  Thus, the e s tab l i sh m en ts  with  s t e e p e r  b id - p r i c e  curves  l o c a t e  
c l o s e r  to the  c e n t e r .
During the  same per iod  as A lonso 's  model was developed Wingo 
(1961) made a s i m i l a r  c o n t r i b u t i o n .  Again,  t h i s  i s  a s t a t i c  e q u i l ib r iu m  
model employing a market mechanism through which households minimize t h e i r  
l o c a t io n  c o s t s  by choosing between th e  s i z e  and a c c e s s i b i l i t y  o f  a s i t e .
The p re fe rence  f o r  each o f  th e se  i s  t r e a t e d  as independent  p a r t s  o f  the  
model, whi le r e n t  and t r a n s p o r t a t i o n  co s t s  a r e  assumed to  be complementary.
Alonso t r e a t s  space and a c c e s s i b i l i t y  p re fe rences  as i n t e r r e l a t e d .  
This i s  probably the  fundamental d i f f e r e n c e  between the  Wingo and Alonso 
models.  N ev e r th e le s s ,  in  a d d i t i o n ,  the  Wingo model gives  in -dep th  t r e a tm e n t  
to the  p ivo ta l  f a c t o r  o f  t r a n s p o r t  c o s t s .  This g ives  a d i s t i n c t i v e  
c h a r a c t e r  to  the  Wi ngo model .
The ind iv idua l  household e q u i l ib r iu m  s o lu t i o n  i s  a combination o f  
the  l o c a t io n a l  r e n t  (which i s  equal to  the  savings  in t r a n s p o r t a t i o n  c o s t s )  
and the  s i z e  o f  l o t  (which i s  der ived  from the  demand func t ion  f o r  
r e s i d e n t i a l  land)  a t  each d i s t a n c e  from the  c i t y  c e n t e r .  Associa ted  with
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the  household equ i l ib r ium  s o l u t i o n  in the monocentr ic  c i t y  i s  the 
popu la t ion  d e n s i t y  g r a d i e n t  desc r ibed  as a con t inuous ly  d ec l in in g  s lope 
from the  c i t y  c e n t e r  to  the  pe r iphe ry .  To a t t a i n  market eq u i l ib r iu m ,  which 
a s s u re s  t h a t  the  t o t a l  a v a i l a b l e  land i s  a l l o c a t e d  among households ,  the 
demand f o r  land a t  each d i s t a n c e  from the c i t y  c e n t e r  must equal the 
supply  a t  t h a t  l o c a t io n  (given the  d i s t r i b u t i o n  o f  l o c a t io n a l  r e n t s  i s  
c o n s i s t e n t  with ind iv idua l  e q u i l ib r iu m ) .  The market equ i l ib r ium  so lu t io n  
occurs  when the  t o t a l  c i t y  popu la t ion  equals  the  i n t e g r a l  o f  the  d e n s i ty  of  
the  popula t ion  over the  a rea  o f  the  c i t y .
A l a t e r  s tudy by Kain (1968) in c o rp o ra te s  the  genera l  theory  o f  
lo c a t i o n  common to  a l l  prev ious  equ i l ib r iu m  models,  and emphasizes 
t r a n s p o r t a t i o n  in the  same fa s h io n  as the  Wingo model. The model proves the  
hypothes is  t h a t  households s u b s t i t u t e  journey- to-work  expendi tu res  f o r  s i t e  
ex p e n d i tu r e s ,  and t h a t  t h i s  s u b s t i t u t i o n  depends p r im a r i ly  on household 
p re fe renc es  f o r  lo w -dens i ty  r a t h e r  than h ig h -d e n s i ty  r e s i d e n t i a l  s e r v i c e s . 2
One o f  the  most complete ana lyses  o f  r e s i d e n t i a l  lo c a t io n  using the 
s t a t i c  micro-economic e q u i l ib r iu m  approach was p resen ted  by Richard Muth (1969)
Zfhe model reaches  an equ i l ib r ium  s o lu t io n  by maximizing the 
u t i l i t y  o f  ind iv idua l  households through minimizing the  t o t a l  lo c a t io n  co s t s .  
The c o n s t r a i n t s  imposed upon th e  s o lu t io n  inc lude  not  only the  income o f  the 
household,  but a l s o  i t s  p re fe rences  f o r  r e s i d e n t i a l  space and the  u n i t  p r i c e  
o f  r e s i d e n t i a l  space.  Equi l ibrium i s  achieved where t h e r e  i s  an incremental 
i n c re a s e  in  t r a n s p o r t a t i o n  c o s t s  over the  a d d i t io n a l  d i s t a n c e .  At t h a t  
p o in t  those  lo c a t io n s  which minimize the household 's  l o c a t io n a l  c o s t s  fo r  
each q u a n t i t y  o f  r e s i d e n t i a l  space a re  ob ta ined .  In a d d i t i o n ,  the  house­
h o l d ' s  r equ i r e d  expendi tu res  f o r  each q u a n t i t y  o f  r e s i d e n t i a l  space i s  
found.  All t h i s  in formation  i s  used to  ob ta in  a unique lo c a t io n a l  s o lu t i o n  
f o r  each household.  Total l o c a t i o n  co s t s  a re  d iv ided  by the  q u a n t i t y  o f  
r e s i d e n t i a l  space to  d e r iv e  the  p r i c e  the  household must pay per  u n i t  fo r  
r e s i d e n t i a l  space.  This  p r i c e  in form ation  al lows fo r  the household 's  
lo c a t io n a l  s o l u t i o n .  Given th e  p r i c e  o f  a l l  o th e r  goods and s e r v i c e s ,  the 
househo ld ' s  p re fe rence  f o r  r e s i d e n t i a l  space,  i t s  p re fe rence  f o r  a l l  o th e r  
good and s e rv ic e s  and i t s  income, the  household 's  consumption o f  r e s i d e n t i a l  
space i s  un iquely  determined.
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in h is  C i t i e s  and Housing. Muth's approach d i f f e r s  from Alonso' s  in two 
im por tant  ways. F i r s t ,  Muth uses the  idea o f  "housing s e r v i c e s , "  which 
resembles the  bundle o f  a t t r i b u t e s  no t ion  proposed by Lancas te r  (1966),  
because t h i s  combines la nd ,  s i z e  o f  the  housing s t r u c t u r e ,  and o th e r  
s e l e c t e d  dimensions o f  the va lue of  housing. Alonso only cons ide rs  lo c a t io n  
and s i z e  o f  the  r e s i d e n t i a l  l o t .  Second, in c o n t r a s t  to  Alonso,  Muth 
inc ludes  household income as one of  the  determinants  o f  the t r a n s p o r t a t i o n  
expend i tu res .
Muth's a n a l y s i s  assumes t h a t  as  d i s t a n c e  from the  CBD i n c re a s e s ,  
the  household w i l l  bid l e s s  f o r  each new l o c a t i o n .  Extending the a n a ly s i s  
to  inc lude  changes in income r e l a t i v e  to  changes in the  b id - r e n t  fu n c t io n ,  
as  income inc re a s e s  the  equ i l ib r ium  d i s t a n c e  w i l l  move from the c e n t e r .
Also,  household re s idenc es  w i l l  be s t r a t i f i e d  along r a d i i  from the  CBD such 
t h a t  f a m i l i e s  with higher incomes r e s i d e  a t  a g r e a t e r  d i s t a n c e  from the  
c e n t e r  than lower income f a m i l i e s .
F in a l l y ,  Beckmann's (1969, 1973) model can be cons idered t o  some 
e x t e n t  a spec ia l  v a r i a n t  o f  Alonso 's  the o ry .  Beckmann demonstrates a 
market s o l u t i o n ,  by hypothes iz ing  t h a t  land r e n t  and r e s i d e n t i a l  d e n s i t y  a t  
each lo c a t io n  a re  determined so t h a t  h igher  income groups tend to  lo c a t e  
f u r t h e r  from the c e n t e r  o f  the  c i t y  ( th e  so le  lo c a t io n  o f  employment). The 
hypothesis  accounts  f o r  the  o bse rva t ion  t h a t  poor f a m i l i e s  r e s id e  in a 
c e n t r a l  c i t y  where land g e n e ra l ly  commands h igher  p r i c e s ,  while the  w e a l th ie r  
f a m i l i e s  s e t t l e  in the  c i t y  pe r iphe ry  on l e s s  expens ive land .  La te r  
re f inements  o f  the  model al low Beckmann (1974, 1978) to  show t h a t  commuting 
d i s t a n c e  in c re a s es  with income when t a s t e s  a re  assumed equa l ;  and t h a t  
d i s t a n c e  de termines th e  r e n t ,  d e n s i t y ,  and income func t ions  o f  the
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monocentric c i t y  (assuming a Parento income d i s t r i b u t i o n ) .  The model 
prov ides  a c l e a r ,  i f  no t  complete ly  analyzed ,  s o lu t i o n  of  the  r e n t ,  d e n s i t y ,  
and income v a r i a b l e s ,  while  p a r t i a l l y  exp la in ing  the  monocentr ic  form o f  the 
c i t y .
S pa t i a l  economists  have devised  a wide a r r a y  o f  accounts founded 
on one type o f  model of  the  c i t y  wherein a l l  employment i s  concen t ra ted  in 
a c e n t r a l  bus iness  d i s t r i c t  (CBD) with r e s i d e n t i a l  a c t i v i t i e s  d i s t r i b u t e d  
around t h i s  CBD. The bas ic  monocentr ic  model i s  the  ba s i s  f o r  most t h e o r e t i c a l  
and empir ica l  r e s e a rc h  d ea l in g  with t o p i c s  such as p roper ty  va lue d e te rm in a n ts ,  
the  supply and demand f o r  housing,  and s tu d i e s  of  s eg rega t ion  and 
d i s c r i m i n a t i o n . 3
3Some o f  th e se  ex tens ions  inc lude  the  Muth (1968),  M il l s  (1972),  
a d d i t i o n  o f  a housing production  fu n c t i o n ;  Oi (1976) has in t roduced  v a r i a b l e  
hours o f  work; Hockman and Ofek (1977),  the  value o f  t ime in consumption,  and 
more than one e a rn e r  in th e  fami ly ;  S tu l l  (1974) zoning ;  G a l s t e r  (1977),  
d i s c r i m in a t io n ;  Pol insky and Shavell  (1976),  urban am e n i t i e s .  The ad d i t io n  
o f  housing product ion to  the  bas ic  model r e s u l t s  in  a land p r i c e  g r a d ie n t  and 
a housing p r i c e  g r a d i e n t .  Approaching th e  c i t y  c e n t e r ,  t h e r e  i s  a s trong  
in c re a s e  in the  c a p i t a l / I a n d  r a t i o .  To e l a b o r a t e ,  Oi f in d s  t h a t  i f  an inc re a se  
in wages leads  to  a r e s i d e n t i a l  move away from the  CBD (as empir ica l  work 
i n d i c a t e s ) ,  then the  lower p r i c e  o f  land g enera te s  a s u b s t i t u t i o n  e f f e c t  
i n c re a s in g  the  demand fo r  non-work-day l e i s u r e .  Hockman and Ofek f ind  t h a t  
households o f  working wives,  w i l l  l o c a t e  c l o s e r  to  the  CBD than households 
o f  nonworking wives,  un le ss  th e  share  o f  housing consumed by the  former i s  
markedly l a r g e r  than the  s ha re  consumed by the  l a t t e r .  S tu l l  examines the  
op t iona l  zoning r e g u l a t io n s  which maximize the  t o t a l  revenue o f  a developer  
who owns a l l  land in an open c i t y  (one in which popula t ion  i s  not  f i x e d ) .  In 
the  optimum on the  boundary o f  the  manufacturing zone,  the p ro d u ce r ' s  bid 
p r i c e  f o r  l o t s  in  the boundary o f  the  r e s i d e n t i a l  zone i s  equal to  the  money 
va lue  o f  th e  t o t a l  nega t ive  neighborhood e x t e r n a l i t y  e f f e c t  o f  a marginal  
ex tens ion  o f  the  manufactur ing boundary. Helpman and Pines show t h a t  S t u l l ' s  
c o n d i t io n s  f o r  developer  revenue maximization co in c id e  with the  cond i t ions  
o f  a so c ia l  optimum: when each loca l  a u t h o r i t y  imposes zoning r e g u la t i o n s  so 
as to  maximize i t s  loca l  land value (See a l s o  M i l l s ,  1980; Henderson, 1977;
Anas and Dendrinos,  1976).  In a d d i t io n  to  th e se  s t u d i e s ,  Quigley (1979),  
Rubenfeld (1977), and Pol insky and Rubenfeld (1977) review the  p roper ty  value 
l i t e r a t u r e  and the  supply and demand f o r  housing. Yinger (1979b) reviews 
s tu d ie s  on r a c i a l  a spec t s  o f  the  housing market .  Ingram (1979) examines the 
s im ula t ion  l i t e r a t u r e ;  and Bourne (1980) the geographic a spec t s  o f  housing.
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V arious ly  t i t l e d  as s p a t i a l  eq u i l ib r iu m  o r  t a s t e - p r e f e r e n c e  models,  
they a re  used to analyze  a v a r i e t y  o f  r e s i d e n t i a l  i s s u e s  ( S c o t t ,  1980). By 
way o f  summation, the  bas ic  assumptions under ly ing  t h i s  model o f  the 
monocentr ic  c i t y  a r e  simple.  There i s  a f l a t ,  f e a t u r e l e s s  p la in  with  one 
c e n t r a l  p o in t .  T ra n s p o r ta t io n  c o s t s  a r e  equal in  a l l  d i r e c t i o n s ;  and,  in 
th e o ry ,  a l l  t r a v e l  r a d i a t e s  to  and from the  c e n t r a l  p o in t .  The popula t ion  
i s  g iven ,  and they  a r e  assumed to  be p r i c e  t a k e r s ,  not p r i c e  makers.  Applying 
marginal  a n a l y s i s  a primary focus i s  a demonst ra t ion  of  what c o n d i t io n s  al low 
an in d iv id u a l  o r  household to  maximize revenues and /or  s a t i s f a c t i o n  while 
minimizing c o s t s .  Underlying th e s e  models i s  a c l a s s i c a l  economic theo ry  o f  
value and r e n t  t h a t  i s  used to  account  f o r  the  r e l a t i o n s h i p  between the  
q u a n t i t y  o f  housing and o f  land and th e  p r i c e s  o f  th e se  f a c t o r s  as  they  
in f lu e n c e  the  l o c a t io n a l  cho ices  o f  consumers (Amedeo and Golledge,  1975).
The d r iv i n g  fo r c e  in th e  model, u t i l i t y  and /o r  p r o f i t  maximizat ion,  r e s u l t s  
in the  com peti t ion  f o r  land and housing.  In e q u i l ib r iu m ,  t h i s  competi t ion  
w il l  c r e a t e  d i f f e r e n t i a l  l o c a t io n a l  r e n t  (G o lds te in ,  1980).
The fundamental reasoning  i s  t h a t  in d i v id u a l s  o r  households 
c o n s t r u c t  i n t e r n a l i z e d  s e t s  o f  ordered consumption p re fe rences  (Papageorgiou , 
1978). Each person o r  household,  in accordance with  th e se  p re fe renc es  and 
a f ix e d  budget ,  w il l  choose an ac tua l  consumption s e t  maximizing the  p e r s o n ' s  
t o t a l  u t i l i t y  o r  l eve l  o f  s a t i s f a c t i o n ,  s u b j e c t  to  the c o n s t r a i n t s  imposed 
by the  budget .  This u t i l i t y  l e v e l ,  f o r  any urban r e s i d e n t  or  f am i ly ,  i s  
dependent on t h r e e  s e p a r a t e  components: 1) the  q u a n t i t y  o f  r e s i d e n t i a l
space consumed by the  household,  2) t o t a l  d i s t a n c e  from the  r e s id en c e  to 
var ious  m e t ro p o l i t a n  d e s t i n a t i o n s ,  and 3) the  aggrega te  o f  a l l  o th e r  goods 
and s e r v i c e s  consumed. In terms o f  e x p e n d i tu r e s ,  the household ' s  budget i s
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a l l o c a t e d  to  t h r e e  d i f f e r e n t  i tems:  1) r e s i d e n t i a l  land r e n t ,  2) t r a n s p o r t ­
a t i o n  c o s t s ,  and 3) a l l  o t h e r  goods and s e r v i c e s .  Each in d iv idua l  o r  family 
then seeks a r e s i d e n t i a l  l o c a t i o n  maximizing t o t a l  u t i l i t y .  This  involves 
search ing  f o r  an e q u i l ib r iu m  l o c a t io n  ( t h a t  must f u l l y  exhaust  the 
i n d i v i d u a l ' s  o r  th e  f a m i ly ' s  budget) such t h a t  any f u r t h e r  r e a l l o c a t i o n  of  
the  budget among expend i tu re s  o r  r e l o c a t i o n  r e s u l t s  in a decrease  in the 
i n d i v i d u a l ' s  o r  f a m i l y ' s  t o t a l  leve l  o f  s a t i s f a c t i o n .
A S o c io -S p a t ia l  P e r s p e c t iv e  on R es iden t ia l  Phenomena
Many o f  the  ana ly se s  o f  urban r e s i d e n t i a l  land use,  development, 
and cho ice r e s t  upon micro-economic assumptions about  ind iv idua l  o r  house­
hold d ec i s io n  making a s s o c i a t e d  with  th e  r e source  a l l o c a t i o n  mechanism o f  
the  housing submarket .  The o p e ra t io n  o f  th e se  two concerns wi th in  the 
market  de te rmines  the  c o n f ig u r a t i o n  o f  r e s i d e n t i a l  land use p a t t e r n s ,  and,  
though the  evidence i s  s c a r c e ,  does appear to  in f lu e n c e  the d i s t r i b u t i o n a l  
p a t t e r n  o f  neighborhoods.
This s e c t i o n  e s s e n t i a l l y  ex tends  th e  monocentr ic  c i t y  concep­
t u a l i z a t i o n  reviewed so f a r ,  but  focuses  on the  a p p l i c a t i o n  o f  a macro­
leve l  eco log ica l  p e r s p e c t iv e  i n c o rp o ra t in g  the  socio-economic determinants  
o f  neighborhood as a f a c t o r  i n f lu e n c in g  the  consumer 's  l o c a t io n a l  choice.
The t h e o r e t i c a l  and empir ica l  ev idence  d i scussed  here i s  based on the 
hypothes is  t h a t :  neighborhoods undergo a change or  t r a n s i t i o n ,  and the 
p a t t e r n  o f  the se  changes i s  d i r e c t l y  a s s o c i a t e d  with t h e  movement of  
consumers outward from the  CBD through the  i n t r a - m e t r o p o l i t a n  r e s i d e n t i a l  
s t r u c t u r e .  S t i l l  the  i n t r a -  and in te r -ne ighborhood  dynamics and ne ighbor­
hood r e s i l i e n c e  to  s o c i o - s p a t i a l  change a re  c o n t ro v e r s i a l  t o p i c s .
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Several  urban soc ia l  models note e x p l i c i t l y ,  i f  not i m p l i c i t l y ,  
the importance o f  the  neighborhood.  The Burgess model i s  one o f  the more 
noteworthy models. Two o th e r  s i g n i f i c a n t  proposals  a re  Hoyt 's  (1939) r a d ia l  
sector and the Har r is  and Ullman (1945) m u l t ip l e  nuclei  models.
A fundamental concern f o r  the  Burgess model o f  "concen t r ic  zones" 
i s  t h e  a n a ly s i s  o f  urban expansion.  All the  processes  o f  expansion a re  
bes t  i l l u s t r a t e d  by a s e r i e s  o f  c o n c e n t r i c  c i r c l e s  o r  zones where these  
i n d i c a t e  t h a t  the  in f luence  o f  a l a rg e  c i t y  c e n t e r ,  over the  surrounding 
pe r ip h e ra l  surburban a r e a ,  dimin ishes  with in c re a s in g  d i s t a n c e  (Rhind and 
Hudson, 1980).4 Social  d i f f e r e n t i a t i o n  i s  po la r i zed  toward the  c i t y  c e n t e r  
and can be measured by comparing the  averages  o f  a soc ia l  i n d i c a t o r  l i k e  
pover ty  f o r  a l l  o f  the  c i r c u l a r  zones.  Aside from the  loop con ta in ing  the
^A s im i l a r  id e a l i z e d  fo rmula t ion  can be der ived  us ing  economic 
in s te a d  o f  so c io lo g ica l  p r i n c i p l e s .  In f a c t ,  the  formation o f  such con­
c e n t r i c  r in g s  a l so  i s  a r e s u l t  o f  a bid r e n t  fu n c t io n .  Land value o r  r e n t  
i s  de f ined  as nega t ive  t r a n s p o r t  c o s t s  due to  a c c e s s i b i l i t y .  Moreover, 
va r ious  economic a c t i v i t i e s  d e r iv e  u t i l i t y  from a p ie ce  o f  l a nd ,  and the  
g r e a t e r  t h i s  u t i l i t y ,  the  h igher  the r e n t  an a c t i v i t y  i s  w i l l i n g  to  pay.
Thus, under competi t ive  c o n d i t i o n s ,  each p iece  o f  land i s  a l l o c a t e d  u l t i ­
mate ly  to  i t s  h ighes t  b idder  so t h a t  th roughout the  system, r e n t s  a re  
maximized. I f  a c i t y  with one c e n t r a l  bus iness  d i s t r i c t  i s  assumed, t h i s  
r e n t  maximizing p a t t e rn  r e s u l t s  in the  formation o f  a conce n t r ic  land use 
p a t t e r n  around t h a t  c e n t e r .  This occurs  because the  u t i l i t y  der ived  from 
land by each a c t i v i t y  has a d i f f e r e n t  s lo p e ,  and the  i n t e r s e c t i o n  o f  the 
u t i l i t y  r ep re s en t in g  bid r e n t  f u n c t io n s  de f ines  the  boundaries o f  each 
r i n g .  The economic exp lana t ion  o f  the  conce n t r ic  zones hypothesis  might 
seem in c o n s i s t e n t  with the  o r ig i n a l  Burgess fo rmula t ion  and the  p a r t i c u l a r  
uses he ass igned  to  each r i n g .  This incons i s t ency  sp r ings  from the  f a c t  
t h a t  i f  t h e re  a c t u a l l y  i s  such a bidding p rocess ,  the  land around the  
c e n t r a l  bus iness  d i s t r i c t  should be used by those  a c t i v i t i e s  whose demand 
f o r  c e n t r a l  land i s  high,  but  which could not pay q u i t e  as much as the  
h ig h e s t  b idders  t h a t  ob ta ined  the  c e n t r a l  l o c a t i o n s .  In the  Burgess form­
a t i o n ,  however, the r ings  around the  c e n t e r  a re  the  t r a n s i t i o n a l  zone 
occupied by poor housing and d e t e r i o r a t i n g  s t r u c t u r e s ,  and the  workers '  
housing zones where res idences  and in d u s t ry  a re  loca ted  in c lo se  proximity .  
Yet,  the incons i s t ency  does not  r e a l l y  e x i s t  because such a rea s  e x h i b i t  high 
r e n t s  while a c t u a l l y  being occupied by poor f a m i l i e s  and blue c o l l a r  workers.  
This  exp lana t ion  was f i r s t  provided by Hawley (1950).
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CBD, each success ive  zone r e p r e s e n t s  r e s i d e n t i a l  a reas  c h a r a c t e r i z e d  by 
income. For example, the second zone,  o r  the  zone o f  t r a n s i t i o n ,  con ta in s  
poor and old  r e s i d e n t i a l  p rope r ty  and run-down a reas  t h a t  have been invaded 
by bus iness  and l i g h t  manufacturing  as the  CBD expands. The t h i r d  zone,  
t h a t  o f  working men's homes, inc ludes  re s idences  in c lo se  prox im ity with 
i n d u s t r i a l  p l a n t s .  These homes have the double advantage o f  low r e n t s  and 
ease  o f  commuting to  work. The fo u r th  zone i s  a h ig h -c l a s s  r e s i d e n t i a l  
a r e a ,  whi le  the f i f t h  i s  one o f  r e s i d e n t i a l  suburbs and s a t e l l i t e  develop­
ments w i th in  commuting d i s t a n c e  to  the  c e n t r a l  c i t y .
The e f f e c t s  o f  growth and d e c l in e  a re  tw o-fo ld .  On the  one hand, 
as growth occu r s ,  each zone tends  to  extend i t s  a rea  by invading the  next  
o u t e r  zone in an " invas ion -succe ss ion"  sequence.  On the  o th e r  hand, i f  
t h e r e  i s  a d e c l in e  o f  p o p u la t io n ,  the  o u t e r  zones tend to  remain s t a t i o n a r y  
while  the  t r a n s i s t i o n a l  zone recedes  in to  the  loop the reby  c r e a t in g  
commercial and r e s i d e n t i a l  slums.
Hoyt 's  r a d ia l  s e c t o r  the o ry  i s  d i r e c t l y  r e l a t e d  to the  Burgess 
hypo the s i s ,  but i t  co n ce n t ra te s  on th e  a rea l  p a t t e r n  o f ,  and s h i f t s  in ,  
r e s i d e n t i a l  l o c a t io n .  The p r i n c i p l e  argument i s  t h a t  d i f f e r e n t  income 
groups tend  to  l i v e  in d i s t i n c t  a rea s  which,  in s t e a d  o f  occupying e n t i r e  
r in g s  around the  Central Business D i s t r i c t ,  a r e  s e c to r s  around i t .  There 
a r e  w e l l -d e f in e d ,  s e c to r - s h a p e d ,  high-income r e s i d e n t i a l  a rea s  ad jo ined  on 
one o r  both s ides  by middle-income a r e a s .  High, medium, and low income 
households and r e s i d e n t i a l  a r ea s  cor respond to  high,  medium, and low housing 
purchase o r  r e n ta l  p r i c e s .  Low income a reas  u s u a l ly  occupy completely  
i s o l a t e d  s e c to r s  a t  the  o th e r  s id e  o f  the c i t y .  Once the low and middle 
income s e c to r s  a re  e s t a b l i s h e d ,  they  tend to  keep t h e i r  c h a r a c t e r .  High
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income groups,  however, tend to  expand outward and g r ad u a l ly  abandon the 
a rea s  a d j a c e n t  to  the  co re .  These a r e  then invaded by lower income groups.
Growth occurs along main t r a n s p o r t a t i o n  ro u te s  o r ,  in g e n e ra l ,  
along the  l i n e s  o f  l e a s t  r e s i s t a n c e .  Movement i s  e i t h e r  towards ano ther  
e x i s t i n g  urban c e n t e r  o r  towards the  pe r ip h e ry  where no b a r r i e r s  to  expansion 
a re  p r e s e n t .  This tendency i s  s t reng thened  by new r e t a i l  e s t a b l i s h m e n t s ,  
i n d u s t r y ,  banks,  and so on, which a re  a l s o  moving outward; and i t  can 
con t inue  so long as i t  i s  no t  slowed down by the  d e c i s io n s  o f  proper ty  
deve lopers .
Viewing the  r a d i a l  s e c t o r  the o ry  from the  p e r s p e c t iv e  of  r e s i ­
d e n t i a l  l o c a t i o n ,  excess ive  emphasis i s  given to  th e  high income g roup ' s  
importance in  d i c t a t i n g  p a t t e r n s  o f  urban expansion and r e s i d e n t i a l  suc­
c e s s io n .  S t i l l ,  Hoyt 's  work provides  the  f i r s t  sys tem a t ic  empir ica l  
evidence  t h a t :  a) s p a t i a l  v a r i a t i o n s  in land va lues  w i th in  the  urban area 
a c t u a l l y  bear  a c lo se  r e l a t i o n s h i p  to  i t s  land use p a t t e r n s ,  b) th e se  land 
use p a t t e r n s  change,  over t im e ,  as a r e s u l t  o f  land va lue  p a t t e r n s ,  c) the 
p a t t e r n s  o f  values  change in tu rn  because o f  the  new land u s e s ,  and d) the 
i n t e n s i t y  o f  uses changes over  t ime fo l lowing  changes in  land va lues .  Hoyt 's  
approach a l s o  i s  a co n s id e ra b le  improvement over t h a t  o f  Burgess because i t  
al lows the  l o c a t i o n  o f  d i f f e r e n t  a c t i v i t i e s  a t  equal d i s t a n c e s  from the  
c e n t e r  o f  the  c i t y ,  while p e rm i t t in g  an uneven r a t e  o f  growth and success ion .  
In a d d i t i o n ,  i t  t a k es  in to  account  the  e x i s t i n g  t r a n s p o r t a t i o n  network, o th e r  
urban n u c l e i ,  and o t h e r  spe c ia l  a t t r a c t i o n s  such as th e  l o c a t io n  o f  the  
weal thy and /o r  p o l i t i c a l  i n f l u e n t i a l .
These two models , l i k e  the  s p a t i a l  economic models,  assume a 
c i t y  t h a t  has but  one dominant c e n t e r ,  al though th e  s e c t o r  hypothes is  makes
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prov is ion  fo r  the  e x i s t e n c e  o f  a l t e r n a t i v e  urban c e n t e r s .  The problem o f
the  monocentr ic  assumption was modeled by Harr is  and Ullman (1945) fol lowing
McKenzie's (1925) cha l lenge .  McKenzie observed t h a t  t h e r e  i s  a s e r i e s  o f
nucle i  p r e s e n t  in the p a t t e r n  o f  urban land uses (Palm, 1981). H arr i s  and
Ullman argue t h a t  th e se  nuc le i  develop from one o f  two sources .  They may be
p r e - e x i s t i n g  agg lomerat ions which become urban nucle i  because th e  a reas
between them a re  f i l l e d  through urban growth; o r  they may be new ce n te r s
which develop to  provide c e r t a i n  types  o f  goods and s e rv ic e s  requ i red
because the  urban a rea  i n c re a s e s  in s i z e .  The fu n c t io n a l  composit ion o f
th e se  nucle i  vary among m e t ro p o l i t a n  a r e a s  because o f  the  d i f f e r e n t  o r i g i n s .
The r i s e  o f  s e p a r a t e  nuc le i  r e f l e c t s  the coming to g e th e r  o f  four
c o n d i t io n s :  1) the  need f o r  s p e c i a l i z e d  f a c i l i t i e s  by c e r t a i n  a c t i v i t i e s ;
2) the  economics o f  s c a l e  which a r i s e  from the  grouping o f  c e r t a i n  l i k e
a c t i v i t i e s  ( fo r  example,  r e t a i l  and f i n a n c i a l  d i s t r i c t s ) ;  3) diseconomies
o f  s c a l e ,  which develop when c e r t a i n  a c t i v i t i e s  a r e  de t r im en ta l  to  each
o th e r  ( e . g . ,  f a c t o r y  and high income r e s i d e n t i a l  development);  and,  4) the
i n a b i l i t y  o f  c e r t a i n  a c t i v i t i e s  to  a f f o r d  the  high r e n t s  o f  the  most
d e s i r a b l e  s i t e s .
In the  search  f o r  o rd e r  in the  urban c e n t e r s  o f  America,  the
urban s o c io lo g ic a l  approach,  c h a r a c t e r i z e d  by an eco log ica l  p e r s p e c t iv e  has
p e r s i s t e d  fo r  over h a l f  a c en tu ry .  Consider one i n t e r e s t i n g  a p p ra i sa l  o f f e red
by Hawley (1981, p. 425):
The Burgess (1926) c o n c e n t r i c  zone concept ion has ex h ib i t e d  a 
remarkable p e r s i s t e n c e .  The on ly  s i g n i f i c a n t  d epar tu re  from 
the model was Hoyt ' s  (1939) e a r l y  m o d i f i c a t io n  which c a l l e d  
a t t e n t i o n  to  occas ional  r a d i a l  land use s e c t o r s  over lay ing  zones.
The su rv iva l  o f  the  Burgess concept  i s  not  due to  r e s e a r c h e r s  
having d e s e r te d  the  s u b j e c t .  Indeed,  improvements in  da ta  
sources  and d a t a -p ro c e s s in g  equipment have enabled s ch o la r s  to  
r e v i s i t  the  c o n c e n t r i c  zone cum s e c t o r  p a t t e r n  with l a r g e r
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samples and more s o p h i s t i c a t e d  a n a l y t i c a l  techniques  than
were formerly a v a i l a b l e   Although severa l  s t u d i e s  have
c a l l e d  a t t e n t i o n  to  minor d e v ia t io n s  from and needed 
ref inements  to  the p a t t e r n ,  they  have confirmed t h a t  the 
d i s t r i b u t i o n  o f  housing types  and o f  the occu p a t io n a l ,  
e d u c a t io n a l ,  and fami ly  c h a r a c t e r i s t i c s  o f  c i t y  r e s id e n t s  ex­
h i b i t  a g r a d i e n t  p a t t e r n  o f  v a r i a t i o n  from low to  h igher  values 
with d i s t a n c e  from the  c e n t r a l  bus iness  d i s t r i c t .  That i s  a 
f ind ing  o f  some i n t e r e s t , f o r  i t  sugges ts  t h a t  the  assumptions 
under ly ing  the  model a re  as p e r t i n e n t  in the t h i r d  q u a r t e r  as 
in the f i r s t  q u a r t e r  o f  the cen tu ry .  One might  have expected 
t h a t  the g r e a t  changes in t r a n s p o r t a t i o n  and communication 
which have occured during the  p a s t  50 yea rs  would have so 
a l t e r e d  the  de terminan ts  o f  a c c e s s i b i l i t y  t h a t  a d i f f e r e n t  
p a t t e r n  would have emerged o r ,  a l t e r n a t i v e l y ,  t h a t  the  model 
i s  now a p p l i c a b l e  on ly  on a l a r g e r  t e r r i t o r i a l  s c a l e .
Economic Aspects  o f  Housing and Neighborhood Change
The f i e l d s  o f  housing and neighborhood change embrace a wide range
o f  phenomena which have been analyzed from an economic p e r s p e c t iv e .  For
housing t h e r e  a re  two main l e v e l s  o f  i n t e r e s t :  1) the  de terminants  o f  the
behavior  o f  i n d i v id u a l s  and households on the  demand s id e  and o f  f i rms on the
supply s id e  and 2) the  de terminan ts  o f  housing market phenomena.
B r i e f l y ,  th e  housing demand o f  in d iv id u a l s  can conven ien t ly  be
analyzed in t h r e e  s t a g e s :  The formation o f  the  household,  the  p ropens i ty  to
move, and the  cho ice o f  r e s id e n c e .  The f i r s t  has t r a d i t i o n a l l y  been regarded
as p r im a r i l y  a demographic problem and as a r e s u l t  i n s u f f i c i e n t  a t t e n t i o n  has
been paid to economic f a c t o r s  such as the  s i z e  and p r i c e  o f  housing.
Cons iderab le  a t t e n t i o n  has been paid to  modeling the choice o f  l o c a t i o n ,
house s i z e ,  and type .  Each o f  th e se  phenomena can be s tud ie d  with r e fe rence
to  in d iv idua l  houses o r  groups o f  houses o r  with r e fe re n c e  to  the
d i s t r i b u t i o n  e x i s t i n g  w ith in  a given a rea  (deLeeuw, 1976; deLeeuw and Struyk ,  1975).
On the  supply s id e ,  the  behavior  o f  p roper ty  developers  and
la nd lo rds  i s  conce p tua l ly  more s t r a ig h fo rw a rd ,  though in p r a c t i c e  i t  i s
s t r o n g ly  in f luenced  by non-market f a c t o r s ,  such as e x p e c ta t io n s ,  i n t e r e s t
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r a t e s ,  t a x e s ,  s u b s i d i e s ,  and the  l i k e . ^
At the  leve l  o f  ind iv idua l  behavior ,  a t  l e a s t  from a t h e o r e t i ­
cal  s t a n d p o i n t ,  t h e re  do not  seem to  be any bas ic  a n a l y t i c a l  problems. On 
the  demand s i d e ,  the  ex i s t e n c e  o f  many r e l e v a n t  non-economic f a c t o r s  (such 
as s o c ia l  and demographic v a r i a b l e s )  e f f e c t i v e l y  subdivides the market  in to  
a number o f  competing groups.  Ignoring the i n t r i n s i c  h e te ro g en e i ty  o f  
hous ing ,  a u t i l i t y -m a x im iz in g  model o f  the  t r a d i t i o n a l  kind can be con­
s t r u c t e d .  Maximizing u t i l i t y  s u b j e c t  to  the  household budget c o n s t r a i n t  
( f o r  housing and a l l  o th e r  goods) o b ta in s  an equ i l ib r ium  c o n d i t io n :  the  
p r i c e  per  u n i t  o f  housing space must equal i t s  marginal u t i l i t y .  In t h i s
^Although demand s tu d i e s  o f  the  housing market have become 
in c r e a s i n g l y  s o p h i s t i c a t e d  and a re  g e n e ra l ly  c o n s i s t e n t  with  what i s  known 
about  household lo c a t io n  and housing choice in urban a r e a s ,  the  supply s ide  
i s  given r a t h e r  s u p e r f i c i a l  t r e a tm e n t .  Supply comes from new c o n s t r u c t i o n ,  
convers ion o f  e x i s t i n g  c a p i t a l ,  and maintenance dec i s ions  o f  owners.
Problems on the supply s id e  a re  r e l a t e d  to  the  u n o b s e rv a b i l i ty  o f  a s i n g l e  
housing q u a n t i t y ,  to  the  d i f f i c u l t y  in  observ ing  the  behavior  o f  s u p p l i e r s ,  
and to  the  complex i n t e r a c t i o n s  among var ious  segments o f  the  housing 
market .  Various demand s tu d i e s  demonstrate  the  respons iveness  o f  household 
demand to  housing-to- income d i f f e r e n c e s  and to  i n t r a - m e t r o p o l i t a n  p r i c e  
v a r i a t i o n s  t h a t  a r i s e  from s i t e  l o c a t i o n .  In a r e c e n t  a r t i c l e ,  B u t t l e r  and 
Beckmann (1980) e x p l i c i t l y  ob ta in  an eng ineer ing  c o s t  f u n c t io n .  B u t t l e r  and 
Beckmann in c o rp o ra te  f a c t o r s  in to  t h e i r  housing market t h a t  have been 
neg lec ted  p rev ious ly .  They d e r iv e  th e  s t r u c t u r a l  frame c o s t  o f  a housing 
u n i t  as  a f unc t ion  o f  the  a rea  o f  a c e i l i n g ,  the  he igh t  o f  the  b u i l d in g ,  and 
th e  span width between suppor t ing  elements .  Thei r  eng ineer ing  c o s t  func t ion  
i s  used to  d e r iv e  the  supply o f  housing from pro f i t -m axim iz ing  behavior o f  
la n d lo rd s  o r  bu i ld ing  owners. Demand func t ions  f o r  housing a re  der ived  
from l o g - l i n e a r  u t i l i t y  fu n c t i o n s .  This  y i e l d s  a housing space demand with 
u n i t  e l a s t i c i t y  and exponent ia l  d e n s i t i e s  with r e s p e c t  to d i s t a n c e  from the 
CBD. F i n a l ly ,  equat ing  o f  supply and demand f o r  housing space y i e l d s  
e q u i l ib r iu m  in the  housing market .  They f in d  t h a t  housing r e n t  in e q u i l i b ­
rium i s  an in c re a s in g  func t ion  o f  p opu la t ion ,  income, he igh t  o f  s t o r y ,  and 
f ix e d  s t r u c t u r a l  c o s t .  Land r e n t  in  equ i l ib r ium  i s  not a f f e c t e d  by the  
f ix e d  s t r u c t u r a l  c o s t  o r  he igh t  o f  s t o r y .  The model i s  not  e m p i r i c a l l y  
e s t im a te d ,  but  the  func t ions  developed a r e  solved numerica l ly  using "bes t  
guesses" o f  the parameters .  The p r i c e  per  u n i t  o f  land exceeds the  r e n t  o f  
a housing u n i t  where the  bu i ld ing  d e n s i t y  i s  high,  and v ice  versa where 
d e n s i t y  i s  low. The r e s u l t s  a re  p resen ted  in the  absence o f  binding land 
use c o n s t r a i n t s .  In s p i t e  o f  i t s  s o p h i s t i c a t e d  approach,  i t  i s  s t i l l  a 
r a t h e r  s im p l i f i e d  view o f  the  supply s id e .  For more d e t a i l e d  d i s c u s s io n  see 
Bourne (1980), Quigley (1979) and Goldberg and Allan (1978).
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ca s e ,  the  equ i l ib r ium  cond i t ion  s t a t e s  t h a t  the ou tpu t  o f  housing should be 
inc reased  u n t i l  the  marginal revenue product  i s  equal to  c o s t  o f  the f a c t o r s  
o f  p roduction .
The p r i n c i p l e  f e a t u r e s  o f  th e  housing commodity which d i s t i n g u i s h  
i t  from most goods t r ad e d  in  the  economy a re  i t s  r e l a t i v e l y  high c o s t  o f  
supp ly ,  i t s  d u r a b i l i t y ,  i t s  h e t e r o g e n e i t y ,  and i t s  l o c a t io n a l  f i x i t y . 6 Many 
commodities e x h i b i t  one o f  th e se  f e a t u r e s ;  however, i t  i s  the i n t e r a c t i o n  o f  
t h e se  d i s t i n g u i s h i n g  c h a r a c t e r i s t i c s  which complica tes  ( t h e o r e t i c a l  and 
em p i r ica l )  a n a l y s i s  o f  the  housing market .
Toge ther ,  d u r a b i l i t y ,  h e te ro g e n e i ty  and f i x i t y  i n d i c a t e  t h a t  a 
housing market i s  r e a l l y  a c o l l e c t i o n  o f  c l o s e l y  r e l a t e d ,  but segmented.
Gfhe high co s t s  o f  supplying s in g le - f a m i l y  housing imply t h a t  
housing i s  expensive ,  t h a t  a demand f o r  r e n t a l  housing e x i s t s ,  and t h a t  
mortgage repayment makes owner-occupied housing an a t t r a c t i v e  in s t rum ent  o f  
wealth accumulat ion (Hughes, 1980).  In a d d i t i o n ,  i t  makes the  leve l  o f  new 
c o n s t ru c t io n  o f  dwel l ing  u n i t s  and the  occupancy co s t s  f o r  p e r s p e c t iv e  
purchasers  q u i t e  s e n s i t i v e  to  macro-economic monetary p o l i c y .  The d u r a b i l i t y  
o f  housing sugges ts  t h a t  t h e r e  a r e  f a i r l y  narrow bounds to  the  r a t e  of  
d is inves tm en t  in  e x i s t i n g  s t r u c t u r e s .  Housing l a s t s  a long t im e;  o ld e r  
s t r u c t u r e s  may become o b s o l e t e ,  but they  do not  n e c e s s a r i l y  lo s e  s u b s t a n t i a l  
market va lue because o f  t h e i r  v in t a g e .  Housing s e r v i c e s  ( the f lows o f  
consumption) a re  em it ted  by a c o n f ig u ra t io n  o f  r e s i d e n t i a l  housing ( the 
s tock)  over an extended per iod  o f  t ime (Bourne, 1976).
Together,  supply c o s t  and d u r a b i l i t y  i n d i c a t e  t h a t  i t  i s  t y p i ­
c a l l y  expens ive  to  conver t  a u n i t  in th e  e x i s i t i n g  s tock  ( sugges t ing  t h a t  
th e  supply curve f o r  housing s e rv ic e s  i s  i n e l a s t i c )  even over r e l a t i v e l y  
extended pe r iods  (even i f  th e  e l a s t i c i t y  o f  supply  o f  newly c ons t ruc ted  
u n i t s  i s  r a t h e r  l a rg e )  (Bourne, 1976). The h e t e ro g e n e i ty  o f  housing 
in d i c a t e s  t h a t  housing u n i t s  d i f f e r  in  a number o f  impor tan t  dimens ions,  
q u a n t i t a t i v e l y  and q u a l i t a t i v e l y ,  and thus  t h a t  u n i t s  commanding the  same 
market  p r i c e  may be viewed as s u b s t a n t i a l l y  d i f f e r e n t  by both s u p p l i e r s  and 
demanders.
Locational  f i x i t y  sugges ts  t h a t  the  s p a t i a l  c h a r a c t e r i s t i c s  of  
housing u n i t s - - t h e i r  l o c a t io n  with  r e s p e c t  to  o th e r  dwell ing  u n i t s ,  with 
r e s p e c t  to  employment, shopping c e n t e r s ,  and neighborhood a m e n i t i e s —are  
purchased j o i n t l y  with s t r u c t u r a l  c h a r a c t e r i s t i c s  (Bourne, 1976). Loca tion­
al f i x i t y  a l so  sugges ts  t h a t  dwell ing  u n i t s  may d i f f e r  g r e a t l y  in  t h e i r  
a c c e s s i b i l i t y  to  s i t e s  o f  product ion  o r  consumption a c t i v i t i e s ,  a f a c t o r  
which has been emphasized in the  l i t e r a t u r e .
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submarkets f o r  p a r t i c u l a r  packages o f  under ly ing  commodit ies , d i f f e r e n t i ­
a ted  by s i z e ,  physical  ar rangement,  and lo c a t io n  (Bourne, 1976).  These 
submarkets a re  connected in  a complex way. For example, a t  the  neighborhood 
l e v e l ,  d i f f e r e n c e s  in p r i c e s  between submarkets cannot  exceed the  s h o r t - ru n  
c o s t  o f  conve r t ing  a housing u n i t  from one submarket to ano the r .  I f  t h e r e  
were no l o c a t i o n - s p e c i f i c  component o f  the housing commodity, then  a t  var ious  
s i t e s  d i f f e r e n c e s  in p r i c e s  w i th in  any housing submarket could not  exceed 
t r a n s p o r t  c o s t  d i f f e r e n t i a l s  f o r  the  marginal  consumer. A p r i c e - i n e l a s t i c  
demand f o r  some o f  the a t t r i b u t e s  j o i n t l y  purchased ,  however, combined with 
an i n e l a s t i c  supply in  the  s h o r t  run ,  may make the  s t r u c t u r e  o f  housing 
p r i c e s  s t i l l  more complex. In th e  extreme,  i f  the  demand f o r  some l o c a ­
t i o n a l  a s p e c t  o f  housing s e r v i c e s  i s  r e l a t i v e l y  p r i c e - i n e l a s t i c  and i f  
the  supply  o f  dw e l l ings  i s  f i x e d ,  th e  e q u i l i b r a t i n g  fo rces  o f  s u b s t i t u t i o n  
in demand w i l l  no t  equate p r i c e s  over  space to  marginal t r a n s p o r t  d i f f e r e n t i ­
a l s .  The e q u i l i b r a t i n g  com pet i t ion  o f  consumers may permit  s i g n i f i c a n t  seg­
menta t ion  o f  the  market over  l o c a t i o n s ,  while  the  e q u i l i b r a t i n g  competi t ion  
o f  s u p p l i e r s  may al low f o r  the  segmentat ion o f  the  market over  types  o f  
housing accomodations.  Thus, the  d e r i v a t i o n  o f  an e q u i l ib r ium  s o l u t i o n  i s  
p rob lem at ic .
In the  a n a l y s i s  o f  neighborhood change,  the  major de te rm inan ts  
viewed from spa t i a l -econom ic  p e r s p e c t iv e ,  a r e  the e x t e r n a l i t y  e f f e c t s .  
E x t e r n a l i t y  e f f e c t s  a r e  th e  by-products  o f  consumption and production  
a c t i v i t i e s  t h a t  have an e f f e c t  on the  u t i l i t y  o f  o t h e r s . ? They tend to  be
^More s p e c i f i c a l l y ,  e x t e r n a l i t y  e f f e c t s  a r e  unpr iced e f f e c t s  on 
o th e rs  o f  the  a c t i v i t é s  o f  households,  f i rm s ,  and governments.  Useful 
d i s t i n c t i o n s  he re  involve those between 1) nega t ive  and p o s i t i v e  e x t e r n a l ­
i t i e s  and 2) asymmetric and r e c ip ro c a l  e x t e r n a l i t i e s  (Cox, 1979).  Negative 
e x t e r n a l i t y  e f f e c t s  a re  unpriced  c o s t s ;  in o th e r  words,  t h e r e  a re  c e r t a i n
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more o r  l e s s  s p a t i a l l y  concen t ra ted  in t h e i r  impact on r e s i d e n t i a l  env i ron­
ments.  There i s ,  f o r  example,  the a i r p o r t  imposing no ise  on surrounding 
r e s i d e n t s  as  a by-product  o f  i t s  product ion  o f  a i r p o r t  s e r v i c e s .  A l t e rn a ­
t i v e l y ,  a r e s i d e n t ' s  a t t r a c t i v e  garden and sm ar t ly  pa in ted  house provide 
b e n e f i t s  f o r  ne ighbors ,  even though t h e s e  were not  so intended and can 
t h e r e f o r e  be regarded as by-p roducts .
Most diagnoses  o f  r e s i d e n t i a l  land use change in American c i t i e s  
sugges t  t h a t  r ea l  p r i v a t e  incomes, measured in terms o f  the consumption o f  
p r i v a t e  goods and pu b l i c  s e r v i c e s ,  can be inc reased  only a t  the expense of  
r e s i d e n t i a l  (or  envi ronmenta l)  q u a l i t y .  Income a r i s e s  as a p a r t i c u l a r l y  
c r i t i c a l  c o r r e l a t e  o f  ind iv idua l  p re fe ren c es  f o r  a r e s i d e n t i a l  environment.
This  i s  modeled as a t r a d e - o f f  between va r ious  a spec t s  o f  r e s i d e n t i a l
c o s t s  t h a t  households,  f i r m s ,  governments impose on o th e r  as  a by-product  o f  
t h e i r  a c t i v i t y  and f o r  which they  do not  provide any compensation.  A 
f a c t o r y , f o r  i n s t a n c e ,  may p o l l u t e  the  a i r  in a r e s i d e n t i a l  neighborhood and 
impose c l ean ing  c o s t s  and he a l th  ca re  co s t s  on r e s id e n t s  without  o f f e r in g  
any compensation f o r  those  c o s t s .  In the  case o f  nega t ive  e x t e r n a l i t i e s ,  
t h e  producer  l i t e r a l l y  e x t e r n a l i z e s  c o s t s .  P o s i t i v e  e x t e r n a l i t y  e f f e c t s ,  on 
th e  o th e r  hand,  a re  unpr iced  b e n e f i t s ;  i . e . ,  t h e r e  a re  c e r t a i n  b e n e f i t s  t h a t  
people provide  f o r  o th e r s  as a by-produc t  o f  t h e i r  a c t i v i t y  and f o r  which 
they  do not  r e c e iv e  any monetary compensation from those  b e n e f i c i a r i e s .  For 
example,  a r e s i d e n t i a l  developer  who r e f r a i n s  from c o n s t ru c t in g  blocks o f  
apar tments  a t  t h e i r  maximally e f f i c i e n t  he igh t  in o rde r  t h a t  ad jacen t  r e s id e n t s  
can con t inue  to  enjoy a s cen ic  v i s t a  i s  provid ing  c e r t a i n  u t i l i t i e s  f o r  those 
r e s i d e n t s  w i thou t  c o l l e c t i n g  any fee  f o r  h i s  s e r v i c e .  There i s ,  l i t e r a l l y ,  
an e x t e r n a l i z a t i o n  o f  b e n e f i t s ,  to  ne ighbor ing r e s i d e n t s  as  a r e s u l t  o f  the  
d e v e l o p e r ' s  a c t i o n s .  This  i s  in c o n t r a s t  to  the  b e n e f i t s  i n t e r n a l i z e d  by the  
developer :  the  p r i c e  he o r  she r e c e iv e s  from in v e s to r s  in the  apar tments.  
Governments a r e  a l s o  producers  o f  p o s i t i v e  and nega t ive  ex te rna l  e f f e c t s .
For example,  while charged with  the  r e s p o n s i b i l i t y  o f  provid ing sewage s e rv ic e  
in  exchange f o r  t a x e s ,  governments provide u n in t e r n a l i z e d  b e n e f i t s  f o r  some 
landowners by lo c a t i n g  sewer l i n e s  c lo se  to  raw, deve lopable  la nd .  They 
provide u n in t e r n a l i z e d  c o s t s  f o r  o t h e r s ,  however, by lo c a t in g  the  municipal 
sewage t r e a tm e n t  p l a n t  c lo se  by. To the  e x t e n t  t h a t  consequent  changes in 
land va lues  r e s u l t  in  e q u i v a l e n t  i n c re a s e s  o r  decreases  in taxes  pa id ,  then 
the  government could i n t e r n a l i z e  the  c o s t s  and b e n e f i t s  o f  i t s  a c t i v i t i e s .  
G enera l ly ,  however, t h i s  i s  not  the  case .
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environments and p r i v a t e  income. I t  i s  hypothesized ,  f o r  in s t a n c e ,  t h a t  
w e a l t h i e r  people have more in t e n s e  p re fe rences  fo r  q u ie t  and c lean  a i r  than 
do the  l e s s  a f f l u e n t .  C o n f l i c t s  over the l o c a t io n  o f  pub li c  s e r v i c e s ,  
i n d u s t r i a l  pa rks ,  and a i r p o r t s  a r e  in s ta n ces  which p o la r i z e  groups according 
to income: upper income groups a re  anxious to  keep ou t  forms o f  physical
c a p i t a l  investment t h a t  they regard  as leading  to  a d e t e r i o r a t i o n  in 
r e s i d e n t i a l  q u a l i t y ;  lower income groups a re  anxious to  a t t r a c t  c a p i t a l  
investment which they cons ide r  l e s s  in terms o f  the  environmental  problems 
and more in terms o f  the jobs  and inc reased  income p o s s i b i l i t i e s  they  c r e a te  
(Cox, 1979).
Income a l so  has im p l ic a t io n s  f o r  the r e s i d e n t i a l  q u a l i t y  experienced 
by d i f f e r e n t  i n d i v i d u a l s .  For i n s t a n c e ,  the  r i c h  a re  ab le  to  outb id  the 
poor f o r  housing in more d e s i r a b l e  neighborhoods and to  s u b s t i t u t e  p r iv a t e  
a l t e r n a t i v e s  f o r  the goods normally provided by governments.  Locational  
ad justments  provide  in d iv id u a l s  a means to  improve t h e i r  socio-economic 
w e l l -b e in g .  In the  l i t e r a t u r e ,  two forms o f  ad justment re c e iv e  the most 
a t t e n t i o n :  1) the  f i l t e r i n g  process  and 2) the a r b i t r a g e  model.
Refer red  to  as the  p r i n c i p l e  dynamic aspec t  o f  the housing market ,  
the  f i l t e r i n g  concept  i s  o f  import because i t  i s  the  means by which changes 
in neighborhood s t a t u s  occur (Bourne, 1976). The term " f i l t e r i n g "  implies 
any change in e i t h e r  a) the phys ical  s t u r c t u r e  ( e . g . ,  the home), b) the 
in d iv idua l  and s o c ia l  s t u r c t u r e  household,  or  c) the  matching o f  the two.
The f i l t e r i n g  process i s  argued to  occur as h ighe r income 
in d iv id u a l s  vaca te  t h e i r  p re s e n t  dwell ings  and lo c a t io n s  f o r  newer ones ,  
c r e a t in g  a p r i c e -d e p re s s in g  s u rp lu s .  For in s t a n c e ,  a given housing u n i t  
w i l l ,  during i t s  s t r u c t u r a l  l i f e ,  f i l t e r  down in to  the  hands of  s u ccess iv e ly
28
lower income occupants ,  r e s u l t i n g  in a corresponding p r i c e  d e c l i n e . &
In f i n a n c ia l  c i r c l e s ,  the  term a r b i t r a g e  (Palm, 1979) r e f e r s  to  
the  simultaneous  buying o f  s e c u r i t i e s  in one market a t  a low p r i c e  and 
s e l l i n g  them a t  a h igher  p r i c e  in ano ther  market .  A p a r a l l e l  s i t u a t i o n  i s  
a s s e r t e d  to  be opera t ing  when changes occur in  the  demand fo r  housing (and 
mortgages)  in low income a r e a s .  These changes a re  r e l a t e d  to  an ac tua l  
augmented p re s su re  f o r  ad d i t io n a l  housing as th e  popula t ion  inc re a s e s  and 
th e  supply dwindles;  but th e  changes may be founded simply on the  bas i s  o f  
e x p ec ta t io n s  ( L i t t l e ,  1980).
As an i l l u s t r a t i o n  o f  t h e  under ly ing  log ic  o f  the  model,  suppose 
t h a t  a r e l a t i v e l y  uniform housing s tock  i s  occupied by two income groups,  
o n e - h a l f  low-income and th e  o th e r  h a l f  high-income. The space occupied by 
each i s  s e p a ra t e  but  cont inuous .  In the  high-income space the  house p r i c e s  
a re  h igher near  the  c e n t e r ,  dec reas ing  toward the  pe r iphe ry .  A s im i l a r  
s i t u a t i o n ,  in r e v e r s e ,  occurs  in  the  low-income space.  There the  lowest  
house p r i c e s  a re  in  the  c e n t e r ,  i n c re a s in g  toward the  boundary ad j a c e n t  to  
th e  high-income a rea .
Changes in demand or  supply induce low-income r e s i d e n t s  to  pu r ­
chase homes on th e  former high-income s id e  o f  the  boundary. High-income 
r e s i d e n t s ,  ope ra t ing  on th e  e xpec ta t ion  t h a t  a change in house values i s  
imminent, s e l l  in a depressed  market .  The boundary s h i f t  in tu rn  nega t ive ly  
impacts  formerly secure housing in the  i n t e r i o r  of  th e  high-income a rea .
At some po in t  th e  c o n t in u a t io n  o f  lo c a t io n a l  ad justments  
e s t a b l i s h  an equ i l ib r ium  f a c t o r  payment l e v e l ,  a t  which time no one 
ind iv idua l  can in c re a s e  income by r e l o c a t i n g  wi th in  the  s e t  o f  known market
8por a comprehensive d i s cu s s io n  see Bourne (1980).
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a l t e r n a t i v e s .  Only by the  expansion o f  housing market a l t e r n a t i v e s  would 
incomes be in c re a s ed .  The search  f o r  new a l t e r n a t i v e s  by r e s i d e n t s  then has 
two c o n ce p tu a l ly  d i s t i n c t ,  though co n c u r r e n t ,  e f f e c t s :  i n t e g r a t i o n  o f  
h i t h e r t o  independent  markets  and the  s p a t i a l  expansion o f  e x i s t i n g  markets .
R e s id e n t ia l  q u a l i t y  r e c e iv e s  exp res s ion  in both wages and income 
from land .  For i n s t a n c e ,  as neighborhoods change in t h e i r  soc ia l  composi­
t i o n ,  the  r i c h  may withdraw t h e i r  c h i ld r e n  from public  schools  and send them 
to  p r i v a t e  ones .  The educa t iona l  p ro c e s s ,  f o r  which loca l  government i s  
r e s p o n s i b l e ,  i s  a m a t t e r  o f  i n v e s t i n g  in human c a p i t a l  r e sou rces  because 
most jobs  a r e  l inked  to  educa t iona l  t r a i n i n g  and c r e d e n t i a l s .  Paren ts  who 
r e a l i z e  t h i s  know t h a t  r e s i d e n t i a l  l o c a t i o n  i s  f r au g h t  with  importan t  
consequences f o r  the  f u t u r e  income p rospec ts  o f  t h e i r  c h i l d r e n ;  t h i s  adds to  
the  premium placed on housing.
Summarily, the  economic a n a l y s i s  o f  th e  r e s i d e n t i a l  environment i s  
composed o f  two a s p e c t s :  p u b l i c  p ro v i s io n  o f  goods and the  e x t e r n a l i t y  
e f f e c t s  a s s o c i a t e d  with  th e s e  p u b l i c  goods (Cox, 1979). Goods and s e rv ic e s  
provided by some le ve l  o f  government i n c lu d e ,  among o t h e r s ,  e d u ca t io n ,  law 
and o r d e r ,  land use p lann ing ,  c lean  a i r  and w a te r ,  l abo r  c o n d i t i o n s ,  and 
highways. Each o f  th e s e  a f f e c t s  the  r e s i d e n t i a l  environment.  For example,  
the  c l e a n l i n e s s  o f  th e  a i r  may owe much to  a n t i - p o l l u t i o n  o rd inanc es ;  the 
educa tion  o f  c h i ld r e n  w i l l  c e r t a i n l y  be dependent  on the q u a l i t y  o f  local  
s choo ls ;  and the  s e c u r i t y  o f  homes depends on th e  e f f i c i e n c y  o f  loca l  p o l i c e  
and f i r e  s e r v i c e s ,  while  the  p o s s i b l e  d e t e r i o r a t i o n  o f  the  bu i ld ing  f a b r i c  
o f  a neighborhood w i l l  depend on the  degree to  which loca l  government 
en fo rces  housing codes .
In e v a lu a t in g  the  r e s i d e n t i a l  q u a l i t y  experienced by people ,  
p re fe ren c es  c o n s t i t u t e  only  one o f  two concep ts .  There i s  a l s o  the  r e s i d e n -
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t i a l  environment i t s e l f ,  which more o r  l e s s  s a t i s f i e s  th e se  p re fe ren c es .
The neighborhood i s  an express ion  o f  t h i s  r e s i d e n t i a l  environment;  i t s  
soc ia l  s i g n i f i c a n c e  i s  a t o p i c  which has a t t r a c t e d  the  a t t e n t i o n  of  
s o c i o l o g i s t s .  The next  s e c t io n  examines some o f  t h e i r  f i n d i n g s .
Neighborhood, Segregat ion  and Neighborhood Change:
A S oc io -S pa t ia l  Pe r spec t ive
Neighborhood l i f e  was f i r s t  de sc r ibed  by Wirth (1938) in dea l ing
with the  e f f e c t s  o f  u r b a n iz a t i o n ,  and more r e c e n t l y  by Mil gram (1976).  One
review o f  the se  e a r l y  impacts  a s s e r t s  t h a t ;
. . . c i t y  l i f e  i s  o v e r s t im u la t in g  compared with  ru ra l  l i f e .  
Surrounded by more people than they  can enjoy and more 
s t im u l i  than they  can abso rb ,  u r b a n i t e s  i s o l a t e  themselves 
em otional ly  from t h e i r  environment and from o th e r  people.
They become impersonal and s u p e r f i c i a l  in many o f  t h e i r  
r e l a t i o n s h i p s  and r e l a t i v e l y  i n d i f f e r e n t  to  much o f  what 
happens around them. Accordingly ,  they remain r e l a t i v e l y  
uninvolved with  neighbors  and neighborhood e v en t s .  As a 
r e s u l t ,  the  neighborhood normative so c ia l  o rd e r  i s  f r a g i l e  
and not  compell ing (Milgram, 1976; c i t e d  in  F in s te rbusch ,
1980).
L a te r  re s e a rc h  e s t a b l i s h e d  t h i s  view o f  urban l i f e  to  be an 
exagge ra t ion .  Urban r e s i d e n t s  possess  so c ia l  networks (F is ch e r  e t  a l . ,
1977; Hunter ,  1978), and normative so c ia l  o rde rs  o f  c o n s id e ra b le  s t r e n g th  
(Whyte, 1955; Cans, 1962; S u t t l e s ,  1968).  Neighborhoods e x h i b i t  homo­
gene i ty  and a c e r t a i n  amount o f  s o c i a b i l i t y  (Gans, 1961, 1962).  Not a l l  
so c ia l  c l a s s e s  have t h e i r  so c ia l  networks t i e d  to  the  neighborhood (Wellman 
and Leighton,  1979; Wellman, 1979); y e t  where s o c ia l  o rd e r s  a re  s t r o n g e s t  
they a re  dependent  on c l a s s  and /or  e th n ic  norms.
There i s  a f e e l i n g  t h a t  the  contemporary neighborhood i s  a 
community o f  l im i t e d  l i a b i l i t y  ( Janowitz ,  1967); t h a t  i s ,  i n h a b i t a n t s  demand 
more than they a re  w i l l i n g  to  in v e s t  and when the  neighborhood f a i l s  to
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provide t h e i r  needs they reduce t h e i r  involvement or  r e l o c a t e .
Fac tors  which a re  c i t e d  as eroding the  re levance  o f  neighborhood 
a re  t h r e e - f o l d . 9 F i r s t ,  neighborhoods dec l ined  as a focus o f  e th n ic  and 
c u l t u r a l  homogeneity; second,  they dec l ined  because o f  the d e c e n t r a l i z a t i o n  
o f  r e s i d e n t i a l  land use a s s o c ia t e d  with  changes in t r a n s p o r t a t i o n  and 
communication technology and s e p a ra t io n  o f  work p lace  and r e s id e n c e ;  and, 
t h i r d ,  neighborhoods a re  d i f f e r e n t i a l l y  e f f e c t e d  by government and p r iv a t e  
s e c t o r  p o l i c i e s  in  the  form o f  urban renewal and r e s i d e n t i a l  d is inves tm en t .
In s p i t e  o f  these  f a c t o r s ,  some neighborhoods s t i l l  p e r s i s t ,  possess ing 
unusual v i t a l i t y  and s trong  soc ia l  networks.
Considerab le  r e sea rch  has sought  to  determine the  e x t e n t  o f  soc ia l  
networks and co n ta c t s  in c i t i e s .  Dating back to  Wirth (1938),  the  urban 
c o nd i t ion  i s  viewed as conducive to  s u p e r f i c i a l ,  nonob l iga t ing ,  and 
t r a n s i t o r y  so c ia l  r e l a t i o n s ;  and y e t ,  not  conducive to  in t im a te  a s s o c i a ­
t i o n  (F in s te rb u s ch ,  1980). This view has been modified by showing t h a t  
u rb a n i t e s  a re  involved a c t i v e l y  in s o c ia l  networks (Key, 1965); but  only  a 
m ino r i ty  o f  urban r e s i d e n t s ,  however, a r e  involved in t h e i r  neighborhood 
(Wellman, 1972). This  g ives  r i s e  to  the  hypothesis  t h a t  most ne ighbor­
hoods a re  s u p e r f i c i a l  p la ces  f o r  so c ia l  r e l a t i o n s .  In s te a d ,  they a re  a 
source  o f  family a id  and s e c u r i t y  whi le  o f f e r in g  a sense o f  p la ce  by 
he lp ing the  ind iv idua l  to  su rv ive  i s o l a t i o n  and a l i e n a t i o n  (F in s te rbusch ,
1980).
^The c i t a t i o n  o f  th e se  f a c t o r s  should not  be i n t e r p r e t e d  as 
om i t t ing  th e  work o f  such s ch o la r s  as  Kelle r  (1968),  Ley (1974),  Theodorson and 
Theodorson (1969),  Mann (1968),  and Coleman (1978) who have a t tempted ,  so 
f a r  u n s u c c e s s fu l ly ,  to  d e r iv e  a consensus about  the d e f i n i t i o n  of  
neighborhood.
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One reason f o r  the  lack  o f  in t im a te  neighbor r e l a t i o n s h i p s  i s  
the p e r s o n ' s  a b i l i t y  to  s a t i s f y  so c ia l  needs i n t e r n a l l y  by family  r e l a t i o n s  
and by having a c c e s s i b i l i t y  to  f r i e n d s  beyond the  neighborhood ( K e l l e r ,  1968). 
N eve r the le s s ,  t h e r e  a re  excep tions  to  the  r u l e  t h a t  family  and nonneighbors 
o f f e r  s u f f i c i e n t  so c ia l  t i e s .  C h i ld ren ,  handicapped and the  e l d e r l y ,  as  well 
as o th e r s  lack ing  a c c e s s i b i l i t y ,  a re  dependent upon neighbors fo r  soc ia l  
r e l a t i o n s .
The neighborhood provides  f o r  r e s i d e n t  needs in terms o f  s e c u r i t y  
and s t a t u s .  S ecu r i t y  i s  provided in t h r e e  ways: by keeping ou t  people ;  by 
c o n t r o l l i n g  pub l i c  behavior  o f  people ;  and by id e n t i f y i n g  f r i e n d s ,  a l i e n s ,  
and n e u t r a l s  (Jacobs ,  1961; S u t t l e s ,  1968; Ley, 1974; Wilson, 1968). 
Neighborhoods a l s o  confer  s t a t u s  and the  presumption o f  r e s p e c t a b i l i t y  as 
measured by the  s t r u c t u r a l  and s e r v i c e - l e v e l  cond i t ions  ( e . g . ,  a r c h i t e c h t u r a l  
s t y l e  and age o f  housing,  c u l t u r a l  and r e c r e a t io n a l  i n t e r e s t s )  (Ross, 1962; 
Coleman, 1978; Hunter,  1975).
There i s  no consensus as to  the  ways in which r e s id e n t s  a re  a t ­
tached  to  t h e i r  neighborhood.  At l e a s t  t h r e e  dimensions a re  app l ied  to  
the  measurement o f  at tachment  l e v e l s :  s a t i s f a c t i o n  with the  neighborhood,  
neighborhood soc ia l  t i e s ,  and the  d e s i r e  to  s t a y  or  r e l o c a t e .  The empirical  
evidence on the se  dimensions i s  as va r ied  as the  leve l  o f  at tachment.
Several s tu d ie s  f in d  t h a t  neighborhood s a t i s f a c t i o n  i s  r e l a t e d  to  
the  amount and i n t e n s i t y  o f  soc ia l  c o n t a c t s ,  length  o f  r e s id en c y ,  and home 
ownership ( I r v in g ,  1978; Janowitz and Kasarda,  1974; Hutchison,  1977; Ermuth, 
1974; Hunter,  1974; Phil l i b e r ,  1976; Marans and Rodgers, 1975; Nathanson,  
1964). In a d d i t i o n  to  th e se  v a r i a b l e s ,  pe rcep t ions  o f  neighborhood 
c ond i t ions  and q u a l i t y  as well as  p o s i t i v e  percep t ions  o f  neighbors play an
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impor tan t  r o l e  (B u t l e r  e t  a l . ,  1969; Campbell e t  a l . ,  1976; Foote e t  a l . ,  
1960; F isher  e t  a l . ,  1977; Lansing e t  a l . ,  1970; G a l s t e r  and Hesser ,  1979; 
Lee and Guest,  1979). A c c e s s i b i l i t y ,  p o l l u t i o n  ( e . g . ,  t r a f f i c ,  n o i s e ,  a i r ) ,  
and crime a re  o th e r  f e a t u r e s  o f  neighborhood s a t i s f a c t i o n  (B u t l e r  e t  a l . ,  
1969; Campbell e t  a l . ,  1976; H a r tn a g e l , 1979; Kasl and Harburg,  1972; Lee 
and Guest ,  1979; Marans and Rodgers,  1975). Lee and Guest (1979) note t h a t  
neighborhood s a t i s f a c t i o n  i s  h igher  in the  suburbs than in the  c e n t r a l  c i t y  
and i s  h ighe r  f o r  whites  than b lacks .
Length o f  r e s idency  emerges as a prominent f a c t o r  de termining 
int imacy and f requency o f  neighborhood so c ia l  t i e s  (F ische r  e t  a l . ,  1977; 
Gates e t  a l . ,  1973; Smith e t  a l . ,  1954). Other f a m i l i a l  c h a r a c t e r i s t i c s  a re  
s i g n i f i c a n t :  c h i ld r e n  (F is ch e r  e t  a l . ,  1977; Greer ,  1956),  working wives 
(F ische r  e t  a l . ,  1977; Gans, 1961), and so c ia l  c l a s s  (F ische r  e t  a l . ,  1977; 
F ischer  and Jackson,  1976; Gates e t  a l . ,  1973; Janowitz and Kasarda,  1974; 
Smith e t  a l . ,  1954). When th e se  c h a r a c t e r i s t i c s  and p r o p e r t i e s  a s s o c ia t e d  
with home ownership ( e . g . ,  house,  va lue ,  median neighborhood income, median 
house value)  a re  taken  in t o  account ,  the l a t t e r  does not  have a d i r e c t  
e f f e c t  on soc ia l  t i e s  (F i sche r  e t  a l . ,  1977). F i n a l l y ,  neighborhood so c ia l  
t i e s  a re  g r e a t e r  in  neighborhoods which l ) a r e  r a c i a l l y ,  e t h n i c a l l y ,  o r  
o ccu p a t io n a l ly  homogeneous; 2) a r e  suburban; 3) have l a rg e  amounts o f  l o c a l ,  
organized  a c t i v i t y ;  and 4) have low crime r a t e s  (F in s te rb u sch ,  1980).
The d e s i r e  to  remain in  a neighborhood i s  s t r o n g ly  r e l a t e d  to 
neighborhood s a t i s f a c t i o n  and soc ia l  t i e s  (Back and Smith,  1977; G a l s t e r  
and Hessen, 1979; Foote e t  a l . ,  1960; Fernandez and Dil lman,  1979; 
Hutchinson, 1977; Redpath,  1974; Speare e t  a l . ,  1974),  le ng th  o f  r e s i ­
dency and home ownership (Pickvance,  1973; Ross i ,  1955; Morrison,  1967;
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Meyers e t  a l . ,  1967).  Other impor tan t  f a c t o r s  a re  house va lue ,
r e s i d e n t i a l  q u a l i t y ,  age and s t r u c t u r e  o f  home, and the crime r a t e  
(Droettboom e t  a l . ,  1971). Reasons f o r  r e l o c a t i n g  a r e :  d e s i r e  to own a 
home ( B a r r e t t ,  1973),  the need f o r  more space (Stegman, 1969),  d i s s a t i s f a c ­
t i o n  with  th e  s o c ia l  environment (Ross i ,  1955), and a t t i t u d e s  toward the 
r e s i d e n t s  o f  the  neighborhood (Campbell e t  a l . ,  1976).
R es ide n t ia l  Segregat ion  and Disinvestment:
A Socio-Economic P e r s p ec t iv e  
Among th e  s t r o n g e s t  fo r c e s  o f  change faced  by r e s i d e n t i a l  a reas  
in t h i s  cen tu ry  has been the ou tm igra t ion  or  d e c e n t r a l i z a t i o n  o f  h ighe r -  
income groups to  newer pe r iphe ra l  hous ing,  le av ing  a l e s s  a f f l u e n t  popu­
l a t i o n  behind.  I n t r u s io n s  o f  unwanted f a c i l i t i e s ,  the  aging and techno­
lo g i c a l  obso lescence  o f  u n i t s  a l so  c o n t r i b u t e  to  a weakened housing de­
mand in  most e x i s t i n g  neighborhoods.  Negative e x t e r n a l i t i e s  c r e a te d  by 
neighborhood c o n d i t io n s  (such as i n c re a s e s  in  c rime,  d e c l in in g  q u a l i t y  
o f  s ch o o ls ,  cu t -backs  in pub l ic  s e r v i c e s ,  n o n re s id e n t i a l  uses o f  ne igh­
boring p r o p e r t i e s ,  the  lowering o f  the  socio-economic s t a t u s  o f  the  
ne ighbors ,  and d i s c r i m in a t io n )  tend to  reduce th e  v i a b i l i t y  o f  a ne igh­
borhood.
The d e c e n t r a l i z a t i o n  o f  employment and ou tm igra t ion  o f  commercial 
func t ions  ( r e t a i l  s t o r e s ,  r e s t a u r a n t s ,  and personal  s e rv i c e  e s tab l i shm en ts )  
a l so  has weakened neighborhood v i a b i l i t y  (Palm, 1981; S c o t t ,  1980).
The l a t t e r  a c t i v i t i e s  a r e  s e n s i t i v e  to  th e  incomes o f  t h e i r  c l i e n t e l e  
and have depar ted  c e n t r a l  c i t y  l o c a t io n s  as h igher  income r e s i d e n t s  have 
moved in t o  the suburbs.  F requen t ly ,  j u s t  the  p o s s i b i l i t y  o f  change in the 
income or  r a c i a l  c h a r a c t e r i s t i c s  o f  a neighborhood i s  perce ived  by lending
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i n s t i t u t i o n s  as s u f f i c i e n t  reason to  d i s i n v e s t .  Once d ec i s io n s  a re  made 
by lending  i n s t i t u t i o n s  about  whether o r  not  to  i n v e s t  or  to  continue  
in v e s t in g  in a neighborhood the d ec i s io n  i t s e l f  becomes a change agent  
a f f e c t i n g  both land va lues  and house p r i c e s .  In t h i s  connec tion ,  th re e  
a rea s  o f  r e sea rch  a r e  noteworthy. There i s  the  s o c io lo g ic a l  l i t e r a t u r e  on 
se g re g a t io n ,  the  economic re sea rch  on housing d i s c r i m i n a t i o n ,  and s tu d ie s  
o f  r e d - l i n i n g  o r  r e s i d e n t i a l  d i s inve s tm en t .  Each o f  the se  a re  examined in 
t u r n .
Under the  r u b r i c  o f  s eg reg a t io n  th e r e  i s  a v a s t  body o f  urban 
so c ia l  r e sea rch  which d e s c r ib e s  the  s p a t i a l  s e p a ra t io n  o f  blacks and whites .  
G enera l ly ,  the  b a s ic  m o t iva t ing  premise f o r  t h e se  s tu d i e s  i s  the e x i s t en ce  
o f  a c lo se  r e l a t i o n s h i p  between s p a t i a l  and socio-economic d i s t a n c e  ( I r v in g ,  
1978).
F r i s b i e  (1980,  pp. 188-189) c a t e g o r i z e s  the  seg rega t ion  re sea rch
on American c i t i e s  as  fo l lows:
By f a r  the  g r e a t e s t  amount o f  a t t e n t i o n  has been devoted to 
the  d e s c r i p t i v e  documentat ion o f  the  l e v e l s  o f  s eg rega t ion  
and o f  t r e n d s  over t ime ob ta ined  by comparing a temporal 
sequence o f  c r o s s - s e c t i o n a l  o b s e rv a t io n s .  A sm al le r  group 
o f  s tu d i e s  has at tempted to  a s c e r t a i n  the  determinants  and 
the  consequences o f  s p a t i a l  s e p a ra t i o n  o f  subpopula t ions .
F i n a l l y ,  s u b s t a n t i a l  e f f o r t s  have been made to e v a l u a t e ,  and 
to  improve,  th e  measurement o f  s eg reg a t io n .
The s o c io l o g i c a l  r e s e a rc h  sugges ts  t h a t  the  leve l  o f  r e s i d e n t i a l  
s eg reg a t io n  by race  has not  met with a major o v e ra l l  d iminuat ion  in e i t h e r  
SMSA's, urban ized  a r e a s ,  o r  c e n t r a l  c i t i e s . 11 N eve r the le s s ,  th e re  i s
I n h e r e  i s  c u r r e n t l y  a growing i n t e r e s t  in  the  e t h n ic  segrega t ion  
o f  Spanish o r i g i n  groups .  For i n s t a n c e ,  see Greble r  e t  a l .  (1970),  Krivo 
(1980) and Massey (1979a,  1979b).
l^Levels  o f  r e s i d e n t i a l  s eg rega t ion  by race  have remained high 
over  the  p a s t  t h r e e  o r  four  decases.  Outside the  South,  small d e c l in e s  were 
recorded  in the  1950-1960 decade.  Somewhat g r e a t e r  d e c l in e s  occured in a l l
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r e l a t i v e l y  l e s s  concern f o r  the so c ia l  and s p a t i a l  e f f e c t s  o f  r e s i d e n t i a l  
s e g r e g a t i o n . 12 Some e a r l y  s t u d i e s ,  in f luenced  by the soc io-psychologica l  
l i t e r a t u r e  on i n t e r r a c i a l  c o n t a c t ,  conclude t h a t  r e s i d e n t i a l  s eg rega t ion  
enhances the  p r o b a b i l i t y  o f  r a c i a l  and c l a s s  p o l a r i t i e s  (Pe t t ig rew ,  1969;
Van d e r  Zanden, 1972).  For example, t h e r e  i s  a s trong  level  o f  a s s o c i a t i o n  
between r e s i d e n t i a l  and school s eg rega t ion  (Wilson and Taeuber,  1978).
A very l im i ted  amount o f  soc ia l  r e sea rch  i s  a v a i l a b l e  on the  
r e l a t i o n s h i p  between r e s i d e n t i a l  s eg rega t ion  and housing c o s t  d i f f e r e n t i a l s .  
F r i s b i e  (1980, p. 195),  in summarizing the  f ind ings  o f  t h i s  l i t e r a t u r e .
w r i t e s :
Most r e sea rch  i n d i c a t i n g  t h a t  m i n o r i t i e s  pay more fo r  
comparable housing has focused on blacks in a s in g le
c i t y   An exception i s  the  w o rk . . .  which shows blacks
occupying lower q u a l i t y  housing v i s - a - v i s  w h i te s ,  but 
with narrowing r a c i a l  d i f f e r e n c e s  between the  two
re g io n s ,  inc lud ing  the  South,  in the  1960-1970 i n t e r v a l  thereby bringing  the  
mean value o f  the  index o f  s eg rega t ion  ( d i s s i m i l a r i t y )  to a po in t  a l i t t l e  
below the  q u i t e  high 1940 average (Sorenson e t  a l . ,  1975; Van Valey e t  a l . ,  
1977).  Research which p r i o r  to  the 1970 census suggested a p o s s ib le  
in c re a se  in  s eg rega t ion  (Clemence, 1967; Far ley  and Taeuber,  1968) was based 
on a l im i t e d  sample o f  c i t i e s  and was not subsequently  supported .  Much 
on the  d e c l in e  in the  1960s app a re n t ly  was due to  low seg rega t ion  scores  
o f  a rea s  t h a t  achieved SMSA s t a t u s  between 1960 and 1970 (Van Valey e t  a l . ,  
1977).
12a no tab le  exception here a re  the  s tu d i e s  o f  the f i s c a l  con­
sequences occasioned by white suburban iza t ion  and black c o n c e n t r a t io n .
For example, see Roof and Spain (1977) who found t h a t  o u t s id e  the  South 
suburban blacks  possess a h ighe r socioeconomic s t a t u s  than t h e i r  c e n t r a l  
c i t y  c o u n t e r p a r t s ,  y e t  the  converse i s  t r u e  in the South.  In a d d i t i o n ,
Frey (1980) found f o r  nor thern  c i t i e s  t h a t  decreases  in c i t y  revenue- 
producing c a p a c i ty  d i r e c t l y  a t t r i b u t a b l e  to  both black in -m ig ra t ion  and 
white f l i g h t  a r e  not found to be l a rg e  in e i t h e r  the  l a t e  1950s or  l a t e  
1960s, and t h a t  the  e f f e c t  o f  the se  streams has decreased over t ime.
However, the  black nonmigrat ing popula t ion  has come to  have a more 
s i g n i f i c a n t  in f lu en ce  on both the economic and demographic s t r u c t u r e s  o f  
c e n t r a l  c i t i e s .
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p o in t s  in t im e   F i n a l l y ,  r e sea rch  invo lv ing both blacks
and the Spanish o r i g i n  popula t ions  in a l a rg e  number o f  SMSAs 
shows t h a t  Black and Spanish o r i g i n  households a re  l i k e l y  to  
pay more r e n t  than Anglos, and the  degree o f  r e s i d e n t i a l  
s eg rega t ion  i s  the  s t r o n g e s t  p r e d i c t o r  (of  those  included in
the  study) o f  t h i s  i n e q u a l i t y   But in regard to  purchased
housing,  r e s i d e n t i a l  s eg rega t ion  tu rn s  out  not  to  be a usefu l  
p r e d i c t o r ___
Stud ies  which analyze  r e s i d e n t i a l  s eg rega t ion  d i f f e r e n t i a t e  r a c i a l  
and e th n ic  s eg rega t ion  to  d e r iv e  the  fo l lowing  s o c i a l l y  o r i e n t e d ,  but 
c o n f l i c t i n g ,  e x p lana t ions :
1. Segregat ion  i s  a t  l e a s t  p a r t i a l l y  a function  o f  s o c io ­
economic d i f f e r e n t i a l s ;  t h a t  i s ,  l a r g e  p ropo r t ions  o f  r a c i a l  and e th n ic  
subpopula t ions  do not  have s u f f i c i e n t  economic r e sources  to  a f fo rd  r e s i ­
dence in  a f f l u e n t  neighborhoods in h a b i t e d  by the  "white" popula t ion  
(Marshall and J iobu ,  1975; MacDonald e t  a l . ,  1976).
2. Only a small p ropor t ion  o f  r e s i d e n t i a l  s eg rega t ion  can be 
accounted f o r  by economic f a c t o r s ;  t h a t  i s ,  t h e r e  i s  l i t t l e  by way o f  a 
s i g n i f i c a n t  r e l a t i o n s h i p  between r a c i a l  r e s i d e n t i a l  segrega t ion  and 
educa t ion ,  occupa t ion ,  o r  income a t ta in m en t  (F a r ley ,  1977; Massey, 1979b; 
Hermalin and F a r ley ,  1973).
3. Spa t i a l  s e p a ra t io n  decreases  as socioeconomic s t a t u s  o f  the  
e th n ic  m inor i ty  in c re ases  (Massey, 1979; Lieberson ,  1963).
I t  i s  s u r p r i s i n g  t h a t  the  d isc repancy  among the  t h e o r e t i c a l  
r e s u l t s  have rece ived  l i t t l e  a t t e n t i o n .  For example, F r i s b i e  (1980, p. 191) 
specu la te s  t h e  r e s u l t s  may be a consequence o f  the  " h i s t o r i c a l l y  more 
disadvantaged p o s i t i o n  o f  blacks compared to  o th e r  m i n o r i t i e s ,  the  t iming 
o f  black migra t ion  to  c i t i e s ,  and t h e i r  g r e a t e r  v i s i b i l i t y . "  N ever the les s ,  
i t  i s  u n c e r t a in  whether th e se  same f a c t o r s  account  f o r  the d i f f e r e n c e  
between blacks and Hispanics as well as  they  do f o r  blacks when they  are
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compared to  European immigrants .
A r e l a t e d  argument i s  t h a t  whi tes e x i t  c e r t a i n  urban sub-areas
( i . e . ,  c e n t r a l  c i t y )  in  which th e r e  i s  a l a r g e  and /or  growing black
popu la t ion  perce ived  as an economic and /o r  p o l i t i c a l  t h r e a t .  The c e n t e r -
pe r iphe ry  b i f u r c a t i o n  f r e q u e n t ly  i s  de sc r ibe d  by r a c e - s e l e c t i v e  p a t t e r n s
(F a r l e y ,  1977, Schnore e t  a l . ,  1976; Marshall and S tahu ra ,  1979).  The
white f l i g h t  h ypo the s i s ,  however, must be eva lua ted  as a r e l i a b l e  exp lana t ion
in r e l a t i o n  to  r e c e n t  em pir ica l  ev idence .  For example,  Marshall and Stahura
(1979,  pp. 308-309) t e s t e d  t h r e e  a l t e r n a t i v e  h y p o t h e s i s : 13
(1) the  f l i g h t  hypothes i s  which p o s t u l a t e s  t h a t  whites  leave 
to  avoid emergent problems they  a s s o c i a t e  with  blacks and 
a l so  assumes t h a t  s e v e r i t y  o f  t h i s  perce ived  impact inc re a s e s  
s t e a d i l y  as the  black popu la t ion  i n c r e a s e s ;  (2) the  t ip p in g  
hypothes i s  which d i f f e r s  from the  f i r s t  ( l i n e a r )  hypothesis  
in t h a t  i t  assumes t h a t  whites  a r e  unconcerned with the  r e l a ­
t i v e  s i z e  o f  the  black popu la t ion  an d /o r  i t s  r a t e  o f  in c re a s e  
up to  a c e r t a i n  p o in t ;  and (3) an i n t e r a c t i o n  hypothes is  which 
proposes t h a t  f l i g h t  wi l l  occur  on ly  i f  whi tes  a re  p resen ted  
with  a l a r g e  and r a p i d l y  growing b lack  popu la t ion .
F r i s b i e  (1980, p. 102) summarizes t h e i r  f i n d i n g s :
Rela t ing  white  suburban popu la t ion  change between 1960 and 1970 
to  the  corresponding  p e rc e n t  change in the  black popula t ion  and 
r e l a t i v e  s i z e  o f  th e  b lack  suburban popu la t ion  in  1960, Marshall 
and Stahura  found: (1) the  i n t e r a c t i o n  hypothesi s  to  be suppor ted
in small suburbs (under 25 ,000) ;  (2) in  medium and l a r g e  suburbs 
only  p e rce n t  b lack  has any independent  impact  on white  growth; 
and (3) no s uppo r t  f o r  the  t i p p in g  e f f e c t .  Perhaps most im­
p o r t a n t  i s  th e  f in d in g  t h a t  a l though the  r e l a t i v e  s i z e  and r a t e  
o f  in c re a s e  o f  th e  b lack  popu la t ion  a r e  r e l a t e d  to  slower white 
growth,  in  no case  d id  the  white  popula t ion  cease  to  grow in 
small and medium s i z e  suburbs—a r e s u l t  not c o n s i s t e n t  with the  
f l i g h t  hypo thes i s .  Addit ional  ev idence i s  adduced by 
. . .  [a] t e s t  o f  competing e xp lana t ions  o f  white  suburban iza­
t i o n  in  112 l a r g e  m e t ro p o l i t a n  a r e a s .  The major f in d in g  was 
t h a t  s t r u c t u r a l  c h a r a c t e r i s t i c s  o f  m e t ro p o l i t an  a rea s  a re  the  
dominant c o n s t r a i n t s  on w hite  d e c i s i o n s  to  move to the  suburbs" 
. . . .  F u r th e r ,  the out-movement o f  whites  i s  weakly o r  not
13see a l s o  Frey (1979).
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a t  a l l  r e l a t e d  to  the r e l a t i v e  s i z e  o f  the black po p u la t io n ,  
c e n t r a l  c i t y  tax  r a t e s ,  r i o t s ,  school c l o s i n g s ,  o r  s t r i k e s  by 
municipal  employees.  Crime r a t e s  do have a modest r e l a t i o n s h i p  
with  c e n t r a l  c i t y  to  suburb movement, but not  with s e t t l e m e n t  
o f  in -m ig ran ts  in suburbs.  . . . t h e s e  r e s u l t s  f a i l  to  suppor t  
e i t h e r  a " f l i g h t  from blacks"  hypothes is  o r  o th e rs  based on
push f a c t o r  assumptions   The v a r i a b l e  most s t r o n g ly  (and
p o s i t i v e l y )  a s s o c ia t e d  with  white  suburban iza t ion  was the 
c o n s t r u c t io n  o f  new suburban dwel l ing  u n i t s .
The movements o f  households and mortgage c a p i t a l ,  however, a re
argued to  ta ke  p lace  w i th i n ,  and a re  co n s t r a in e d  by, d i s c r im in a to ry
p r a c t i c e s  c r e a t e d  by i n s t i t u t i o n a l  and government p o l i c i e s  (Palm, 1981;
Pahl ,  1975; Wi l l i ams,  1982).
The l i t e r a t u r e  on p r e ju d i c e  and d i s c r im in a t io n  i s  founded on the
ind iv idua l  cho ice  a p p r o a c h . T h i s  economic r e s ea rch  exp lo re s  two types  o f
d i s c r i m i n a t i o n :  p r i c e  d i s c r i m in a t io n  and e x c l u s i o n . T h e  former occurs
when a person s p e c i f i c a l l y  charges members o f  one group more than members
l ^ i t  i s  im por tan t  to  emphasize t h a t  the  models do not  measure 
p r e ju d i c e  and d i s c r i m in a t io n  s p a t i a l l y .  I t  i s  t r u e  t h a t  the  models a re  
v a r i a n t s  o f  the  monocentr ic  c i t y  model; but p r e ju d i c e ,  though i t  v a r i e s  
with d i s t a n c e  from the  CBD, i s  i t s e l f  i n f l e x i b l e  o r  c o n s ta n t .  Thus, a t  
any given lo c a t i o n  an p re jud iced  person wi l l  be e qua l ly  p re jud iced  l i v i n g  
in th e  CBD o r  in a suburb.  D isc r im ina t ion  i s  the  observed behavior  which 
expresses  th e  a t t i t u d e  o f  p r e ju d i c e ;  i t  s i g n i f i e s ,  on the  p a r t  o f  one 
ind iv idua l  o r  group, the  denia l  o f  c e r t a i n  r i g h t s  o r  o p p o r tu n i t i e s  given 
to  o t h e r  i n d i v id u a l s  o r  groups,  r e g a r d l e s s  o f  the  legal  q u a l i f i c a t i o n s  
which the  group has f o r  those  r i g h t s  o r  o p p o r t u n i t i e s .  A d e t a i l e d  review 
o f  the  t h e o r e t i c a l  s t r u c t u r e  o f  the models i s  provided in Yinger (1979a).
ISsome p r e c i s e  d e f i n i t i o n  o f  terms i s  c r i t i c a l .  F i r s t ,  
p r e ju d i c e  i s  de f ined  as a f ixed  ( i . e . ,  i n f l e x i b l e )  a t t i t u d e  held by an 
ind iv idua l  about  members o f  a soc ia l  group.  As de f ined ,  i t  i s  not 
e v iden t  whether  o r  not  an ind iv idua l  in  possess ion  o f  t h i s  a t t i t u d e  
belongs to  the  given s o c ia l  group,  o r  i f  the person i s  ab l e  to  express  
t h i s  a t t i t u d e  to  s i n g l e  members o f  an opposing s o c ia l  group o r  i f  i t  
must be manifes ted  to  a l l  members s im ul taneous ly .  The d e f i n i t i o n  i s  
extended to  compensate f o r  s p a t i a l  d e f i c i e n c i e s .  P re jud ice  i s  an 
i n f l e x i b l e  a t t i t u d e  possessed by an ind iv idua l  o r  a group connota t ing  
an ave rs ion  o r  nega t ive  e x t e r n a l i t y  toward ano ther  i n d i v i d u a l ,  group,  
o r  p la c e ,  r e g a r d l e s s  o f  the  a t t r i b u t e s  a t t a c h e d  to  th e s e .  For 
example,  i t  i s  no t  n e c e s s a r i l y  ac c u ra te  to  say t h a t  the c l o s e r  blacks 
come to  w h i t e s ,  the  g r e a t e r  i s  the  l i k e l i h o o d  the  l a t t e r  wi l l  r e l o c a t e  
(Yinger,  1976).
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o f  ano the r  group fo r  e q u iv a len t  p r o d u c t s . 16 The l a t t e r  takes  p lace when 
someone r e fu s e s  to  a l l ow members o f  a c e r t a i n  group to  e n t e r  in to  any type 
of  i n t e r a c t i o n  ( i . e . ,  s o c i a l ,  economic, s p a t i a l )  with ano the r  person or  
with ano the r  group.
The empirica l  l i t e r a t u r e  which addresses  the  problem o f  p re jud ice  
and d i s c r i m in a t io n  does not  read as a comprehensive body o f  s t r u c t u re d  
s c i e n t i f i c  i n v e s t i g a t i o n s .  C o l l e c t i v e l y ,  i t  i s  a v a r i e t y  o f  e s s e n t i a l l y  
s t a t i c ,  economic hypotheses on the  p a t t e r n  o f  black and white r e s i d e n t i a l  
s eg rega t ion  and black-whi te  p r i c e  d i f f e r e n t i a l s . 1?
In response  to  p a t t e r n ,  p re l im ina ry  evidence suggest  t h a t  blacks 
a re  more c e n t r a l i z e d  than w hi te s .  This  evidence i s  not  c o n s i s t e n t  with a 
model based only  on p r e ju d ice  (Yinger,  1979a; Courant and Yinger,  1977; 
Courant ,  1978; Reid,  1977; Kain and Quigley,  1975; Mi l l s ,  1972). Evidence 
which i n d i c a t e s  low-income whi tes  a re  more suburbanized than high income 
blacks i s  c o n s i s t e n t  with models based on d i s c r i m in a t io n .  Exclusion tends 
to  c l u s t e r  blacks in the c i t y  c e n t e r ,  with high-income blacks r e s id in g  in a 
more c e n t r a l  l o c a t io n  than low-income w hi te s .
Findings on the  i s s u e  o f  b la ck-whi te  p r i c e  d i f f e r e n t i a l s  fo r  
comparable housing a re  s l i g h t l y  more c o n c lu s iv e ,  but i n c o n s i s t e n t .  The 
f in d in g s  o f  th e se  i n v e s t i g a t i o n s  a r e  appended here :
IGfhis  d is cu s s io n  does not  in c o rp o ra te  a l l  a spec t s  o f  d i s c r i m i ­
na t ion  in  the  c a p i t a l  markets such as th e  i s sue  o f  c r e d i t  f o r  s in g le  
women. Rather ,  i t  d ea l s  only with th e  l i t e r a t u r e  on r e d - l i n i n g  or  
r e s i d e n t i a l  d i s inves tm en t .
l^These a r e  s tu d ie s  o f  o th e r  m ino r i ty  groups which a re  p a r ty  to 
p re ju d i c e  and d i s c r im in a t io n .  Most s t u d ie s  co ncen t ra te  on b lacks .  For 
a review o f  o th e r  m i n o r i t i e s  see F r i s b i e  (1980).
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1. Whites pay l e s s  f o r  housing in the  boundary zone than in 
the  i n t e r i o r  o f  an a l l  white a rea  (King and Mieszkowski, 1973).
2. Whites pay l e s s  in  g h e t to ,  t r a n s i t i o n ,  and ce n t r a l  c i t y  a l l  
white  a rea s  than in the  white suburbs (Yinger,  1979).
3. Blacks pay more in the  gh e t to  than in the  boundary zone 
(King and Meiszkowski, 1973).
4. Blacks pay l e s s  annua l ly  to  l i v e  in the  ghe t to  ( G a l s t e r ,
1977).
5. M idd le -c lass  b lack  households pay l e s s  annual r e n t  f o r  every 
in c re a s e  in the  white  popula t ion  (Yinger,  1979).
6. Blacks pay l e s s  f o r  lo w -q u a l i ty  and more f o r  h i g h - q u a l i t y  
housing and s e rv ic e s  in the  g h e t to  than in the  suburbs (Schafe r ,  1978).
7. Blacks a t  the  boundary pay the  same r e n t  t h a t  whites pay in 
a white  suburb,  but both pay more in the ghe t to  than whites  do in  the  white 
i n t e r i o r  (King and Mieszkowski, 1973).
8. Blacks consume s m a l l e r  q u a n t i t i e s  o f  housing a t t r i b u t e s  than 
whites  with s i m i l a r  income l e v e l s  and l i f e - s t y l e  c h a r a c t e r i s t i c s .
9. Blacks a re  l e s s  l i k e l y  to  own houses than a re  whites  with 
s i m i l a r  l i f e - c y c l e  and socioeconomic c h a r a c t e r i s t i c s  (Kain and Quigley,  
1972, 1975; Birnbaum and Weston, 1974; S traszheim,  1975).
10. The p r o b a b i l i t y ,  f o r  r e c e n t  movers,  o f  buying a house i s  
lower f o r  b lacks than f o r  whites  (Kain and Quigley,  1975).
11. P r ice s  d e c l in e  as  the  percentage  o f  blacks in c re a s es  in 
both whi te  a rea s  and boundary a r e a s  (Yinger ,  1978).
12. P r ice s  d e c l in e  with  every  in c re as e  in the  black popula t ion 
in  a ghe t to  census t r a c t  (Yinger,  1978).
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13. There i s  a p r i c e  d i f f e r e n t i a l  o f  varying amounts in the 
boundary zone o f  both submarkets (King and Mieszkowski,  1973; S chafe r ,
1978; Yinger,  1978).
14. P r ice  d i f f e r e n t i a l s  tend to  i n c re a s e  with  the  q u a l i t y  o f  
the neighborhood s e r v i c e s  ( G a l s t e r ,  1977).
15. P r ice s  a r e  h igher  in the  boundary zone and the ghe t to  than
in the white  i n t e r i o r  (Yinger,  1978).
16. P r ice s  in the  ghe t to  may be g r e a t e r  more f r e q u e n t ly  than 
in the  suburban a r e a s ;  and the  p r i c e s  o f  u n i t s  a r e  more f r e q u e n t ly  l e s s  
in c e n t r a l  c i t y  white  a r e a s .
Considerable  con t rove rsy  has developed over  the  p as t  few yea r s  
concerning ano the r  form o f  d i s c r i m i n a t i o n ,  r e d - l i n i n g  o r  r e s i d e n t i a l
d is inves tm en t .  The former term evolves ou t  o f  a long h i s t o r y  o f  o v e r t
d i s c r i m in a t io n .  For i n s t a n c e ,  o f f i c i a l s  o f  t h e  former Housing and Home 
Finance Agency (HHFA) recommended in  t h e i r  a d m i n i s t r a t i v e  manuals t h a t  
c e r t a i n  a rea s  o f  the  c i t y  be w ithhe ld  from mortgage loan c o n s id e ra t io n  
because o f  poor r i s k .  I t  i s  purpor ted  t h a t  red  l i n e s  were a c t u a l l y  drawn 
on maps in  HHFA o f f i c e s  to  d e s ig n a te  th e s e  a r e a s  (Palm, 1981). S i m i l a r l y ,  
the  Federal Home Loan Bank Board provides  s t a t i s t i c s  to  mortgage lending  
i n s t i t u t i o n s  on var ious  neighborhoods in American c i t i e s  which i t  had 
c l a s s i f i e d  as high r i s k  and low r i s k  n e i g h b o r h o o d s . 1 8  Areas c l a s s i f i e d  as
l^More r e c e n t l y ,  the  Federal National  Mortgage A ssoc ia t ion  (FNMA) 
and the Federal Home Loan Mortgage Corporat ion  (FHLMC) can and do r e f u s e  to  
purchase loans  in c e r t a i n  a r e a s .  The a rea s  exper ienc ing  the g r e a t e s t  
r e f u s a l s  a r e  1) where Housing and Urban Development 235 d e f a u l t  r a t e s  a r e  
high,  r e s u l t i n g  in boarded-up houses in  the  neighborhood even though the  
general  a rea  may have sound hous ing,  and 2) where most f inanc ing  i s  
through Federal Housing Admin is t ra t ion  o r  Veterans  Admin is t ra t ion  lo a n s .
The w i l l in g n e s s  o r  r e fu s a l  by th e se  secondary  mortgage market  agenc ies  to  
purchase mortgage loans  f u r t h e r  in f lu en ces  the  de te rm ina t ion  o f  whether or  
not  a borrower r ece iv es  a mortgage (Palm, 1981).
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high r i s k  were predominantly  black neighborhoods and were the a reas  in which 
loans were not  to  be made.
L a te ly ,  community groups ,  ind iv idua l  c i t i z e n s  and c i t y  governments, 
a r e  concerned with  the  i s s u e  o f  mortgage lend ing p r a c t i c e s  (Palm, 1979; Darden, 
1977; Dingemans, 1979).  Some r e c e n t  evidence in d i c a t e s  t h a t  severa l  urban 
( i . e . ,  c e n t r a l  c i t y )  a rea s  a r e  exper ienc ing  s e r io u s  d i f f i c u l t i e s  ob ta in ing  new 
mortgage money. This has led  to  the  acc u sa t io n  t h a t  the  old p r a c t i c e  of  
denying loans to  c e r t a i n  neighborhoods w i th in  the  c e n t r a l  c i t y  has ,  e i t h e r  
a d v e r t e n t l y  or  i n a d v e r t e n t l y ,  re-emerged as a p r i v a t e  s e c t o r  po l i cy  on the  
p a r t  o f  some, o r  perhaps a l l ,  lending  i n s t i t u t i o n s .  Neighborhood groups 
charge t h a t  l e nde rs  r e f u s e  to  make mortgage and /o r  home improvement loans 
a v a i l a b l e  to  c e r t a i n  neighborhoods s o l e l y  on the  ba s i s  o f  perceived  r i s k .
In the  few in s ta n c e s  where s p a t i a l  v a r i a t i o n  in  lending  a c t i v i t y  i s  documented,
le nders  a s s e r t  t h a t  lending  money i s  too r i s k y ,  and c o n s t i t u t e s  an unsound 
bus iness  p r a c t i c e .
The a c t  o f  proving r i s k  i s  d i f f i c u l t  because t h e r e  i s  no pub li c  
da ta  base which shows th e  r a t e s  o f  d e f a u l t  and fo r e c l o s u r e  by lo c a t io n  
(F ranc is  e t  a l . ,  1976). The d i f f i c u l t y  o f  measuring r i s k  i s  augmented 
f u r t h e r  by le nd ing  i n s t i t u t i o n  c r i t e r i a  used to  e s t a b l i s h  loan to  value 
r a t i o s .  Neighborhood groups argue  t h a t  l e nde r s  who a r e  p ro te c t in g  themselves 
from perce ived  r i s k  e r e c t  unreasonable  and d i s c r i m in a t o ry  b a r r i e r s  to  
p o t e n t i a l  borrowers in s e l e c t e d  neighborhoods.  For example,  a low loan to  
va lue  r a t i o  r e q u i r e s  a h ighe r  down payment. When v a r i a t i o n  in  loan to  value
r a t i o  i s  documented, the  l e n d e r s  defend th e  p r a c t i c e  on the  grounds t h a t  a
low loan to  va lue r a t i o  g ives  them a g r e a t e r  a ssu rance  t h a t  the  borrower wil l  
not  d e f a u l t .  The lender  i s  ab l e  to  draw upon p r i v a t e  i n s t i t u t i o n a l  da ta  in 
defense o f  t h e i r  argument.  Data on the  e s tab l i s h m en t  o f  loan to  value
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r a t i o s ,  a r e  not  easy to  o b ta in  o u t s id e  the  i n s t i t u t i o n a l  s e t t i n g .
C o l l e c t i v e l y ,  the  l i t t l e  a n a l y t i c a l  l i t e r a t u r e  t h e r e  i s  invokes an 
e x t r a o rd in a ry  v a r i e t y  o f  f a c t o r s  to  de s c r ib e  the  d imin ish ing  a t t r a c t i v e n e s s  
o f  s e l e c t e d  c e n t r a l  c i t y  neighborhoods f o r  mortgage investment (K o l l i a s ,  1976; 
White,  1976).  Few s tu d i e s  a re  geographical  in na tu re .  Some s tu d i e s  deal only 
with th e  c e n t r a l  c i t y ,  whi le  o th e r s  inc lude  the  e n t i r e  m e t ropo l i t an  area 
(Stegman, 1972). F requently  the se  f i v e  a reas  a r e  analyzed s e p a r a t e ly  as two 
d i s t i n c t  l o c a l e s .  The f in d in g s  which fo l low comprise the  bulk o f  the l i t e r ­
a t u r e  and,  l i k e  the  previous s t u d i e s ,  c o n s i s t  o f  an e c l e c t i c  c o l l e c t i o n  of  
e s s e n t i a l l y  s t a t i c  d e s c r i p t i o n s :
1. Cent ral  c i t y  a rea s  rece ived  fewer convent ional  s i n g l e ­
family loans (Dingemans, 1979).
2. Sometimes r a c i a l  composit ion i s  a s i g n i f i c a n t  v a r i a b l e  in 
accounting f o r  the  d i s t r i b u t i o n  o f  mortgage lending in some c i t i e s  ( e . g . ,  
P h i l a d e lp h i a ,  Washington, D.C., Los Angeles) more so than o th e rs  ( e . g . .  New 
York C i ty ,  P i t t s b u rg h )  ( V i t a r e l l o  e t  a l . ,  1975; Ahlbrandt ,  1975; Urban- 
Suburban Study Group, 1975; United S ta t e s  Senate ,  1975).
3. In the  d e c i s io n  to  i n v e s t  or  d i s i n v e s t ,  home ownership i s  not  
as  impor tan t  an exp lana to ry  v a r i a b l e  as income, crime,  and vacancy r a t e s .
4.  Demand f o r  housing c r e d i t  i s  der ived from home ownership and 
i s  d i r e c t l y  r e l a t e d  to owner-occupancy income (Sledge,  1976).
5. Demand fo r  loans i s  lower in c e n t r a l  c i t i e s  and i s  d i r e c t l y
r e l a t e d  to  changes in housing supply (Benston, 1978; 1979).
6. M etropol i tan  neighborhoods in which few loans  a re  made conta in  
few r e s i d e n t s  making a loan a p p l i c a t i o n  (Benston, 1978).
7. Some le nders  c o n ce n t ra te  t h e i r  mortgage a c t i v i t y  in expand­
ing suburban m u n i c i p a l i t i e s ,  while o th e rs  l i m i t  t h e i r  a c t i v i t y  to  ce n t r a l  
c i t i e s  (United S t a t e s  Senate,  1975).
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8. The overa l l  home loan denial  r a t e  i s  s l i g h t l y  h igher  in  the 
c e n t r a l  c i t y  than in the suburbs;  and,  even in  a rea s  where denial  r a t e s  
a re  h igh ,  a m a jo r i ty  o f  a p p l i c a n t s  r e c e iv e  a loan.
9. Defau lt s  on FHA and VA loans a re  d i r e c t l y  r e l a t e d  to  income.
10. The inc idence  o f  loan d e f a u l t  i s  r e l a t e d  p o s i t i v e l y  to  the 
age o f  the housing s t r u c t u r e  (von Furstenburg and Green, 1974).
11. Minority-owned lending  i n s t i t u t i o n s  s u s t a in  h igher  f o r e ­
c lo su re  r a t e s ,  s u b s t a n t i a l l y  h igher  than non-minori ty lenders  and have
adopted more cau t ious  lending  p r a c t i c e s .
12. Default s  exceeding th e  na t iona l  average a re  concen t ra ted  
in the  Nor theas t  and North Central  r eg ions  in  the  o ld e r  c e n t r a l  c i t i e s  
sugges t ing  t h a t  lending involves  more r i s k  in  the se  a rea s  than in  subur­
ban j u r i s d i c t i o n s  in th e se  and o th e r  r e g io n s ,  as well as in i n n e r c i t y  
a rea s  o f  o th e r  r eg ions .
The economic l i t e r a t u r e  on r e s i d e n t i a l  s eg rega t ion  and p r i c e  
d i s c r i m in a t io n  in t roduces  the  concepts  o f  p re ju d i c e  and d i s c r im in a t io n  
( in  va r ious  combinations)  in to  equ i l ib r iu m  models.  Usually a c r i t i c a l  
component i s  the  s p e c i f i c a t i o n  o f  b lack -w hi te  housing p r i c e  d i f f e r e n t i a l s  
(G o lds te in ,  1980).  An e x t e n s iv e ,  y e t  in c o n c lu s iv e ,  body o f  f ind ings  
demonstrate  the  e x t e n t  to  which the  income o r  race  o f  housing and ne ighbor­
hood occupants  a f f e c t s  the  p r i c e s  o r  demographic composit ion o f  the 
occupants  o f  nearby houses and nieghborhoods (B a i ley ,  1966; Segal ,
1979; Yinger,  1979). Empirical s t u d i e s  have found household income and 
r a c e ,  fol lowed by l i f e - c y c l e  c h a r a c t e r i s t i c s ,  to  be the  v a r i a b l e s  which 
bes t  d e f in e  neighborhoods or  changes in them. One u n ce r t a in  a s p ec t  o f  t h i s  
re sea rch  i s  the  r o l e  played by economic and p o l i t i c a l  p rocesses  in
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d i s t r i b u t i n g  the consequences o f ,  and changes i n ,  wealth and popu la t ion .
In a d d i t i o n ,  the economic a n a l y s i s  o f  p r iv a t e  and p u b l i c ly  
provided goods tends to  c e n t e r  on the  a p p l i c a t i o n  o f  hedonic p r i c e  theory  
to  the  eva lua t ion  o f  neighborhood q u a l i t y  (Segal ,  1979).19 This 
procedure involves  two s t a g e s .  F i r s t ,  the  e f f e c t  on proper ty  values  of  
p r e v a i l in g  l e v e l s  o f  loca l  pub l ic  good ( e . g . ,  pub l i c  s a f e ty  o r  school 
q u a l i t y )  i s  determined by r e g re s s in g  p roper ty  va lue  on a s e t  o f  exp lanato ry  
c h a r a c t e r i s t i c s .  Second, a w i l l i n g n e s s - to - p a y  or  demand func t ion  i s  e s t i ­
mated by examining how d i f f e r e n t  socio-economic groups eva lua te  small 
changes in the  leve l  o f  housing and neighborhood q u a l i t y .  The demand 
func t ion  i s  used to  determine how members o f  a given socio-economic group 
a re  a f f e c t e d  by, o r  what they would be w i l l i n g  to  pay to  have (or  to  av o id ) ,  
one more u n i t  o f  the  good (or  bad) in  q u e s t i o n . 20 Disinvestment i s  t r e a t e d
19As a r e s u l t  o f  t h i s  problem, the  hedonic approach to  e v a l ­
ua t ing  housing has been developed.  This hypothesi s  assumes t h a t  a com­
modity can be viewed as a bundle o f  c h a r a c t e r i s t i c s  or  a t t r i b u t e s  f o r  which 
i m p l i c i t  p r i c e s  can be der ived  from p r i c e s  o f  d i f f e r e n t  ve rs ions  o f  the 
same commodity con ta in ing  d i f f e r i n g  l e v e l s  of  s p e c i f i c  c h a r a c t e r i s t i c s .
The a b i l i t y  to  so d i sagg rega te  a commodity and p r i c e  i t s  components f a c i l ­
i t a t e s  the  c o n s t ru c t io n  o f  p r i c e  indexes and the  measurement o f  p r i c e  change 
ac ro ss  d i f f e r i n g  vers ions  o f  the  same commodity. Several i s s u e s  a r i s e  in 
t r y i n g  to  implement such a program: 1) What a re  the  r e l e v a n t  c h a r a c t e r i s t i c s  
o f  a commodity bundle? 2) What a re  the  i m p l i c i t  p r i c e s  to  be e s t im a te s  from
the  a v a i l a b l e  da ta? 3) How a re  the r e s u l t i n g  e s t im a te s  to  be used to
c o n s t r u c t  p r i c e  or  q u a l i t y  indexes f o r  a p a r t i c u l a r  commodity? 4) What 
meaning,  i f  any,  i s  to  be given to  the  r e s u l t i n g  c o n s t ru c t s ?  5) What do such
indexes measure and under what c ond i t ions  do they measure i t  unambigously?
(Ohta and G r i l i c h e s ,  1975).
Hedonic p r i c i n g  s tu d ie s  a l s o  make in a p p ro p r i a t e  s u pp ly - s ide  
assumptions.  For example, some models assume cont inuous  p r i c e - d i s t a n c e  
f u n c t i o n s ;  while  o th e r s  do not in c o rp o ra te  d i s c o n t i n u i t i e s  a t  neighborhood 
boundaries in to  the  a n a ly se s ;  and s t i l l  o th e rs  exclude the  p o s s i b i l i t y  t h a t  
i n t e r a c t i o n s  among types o f  e x t e r n a l i t i e s  may provide a source o f  d i s c o n t i n u ­
i t y  (Segal ,  1979).
2 0 s u rp r i s in g ly  l i t t l e  empir ica l  r e sea rch  has examined the  e f f e c t  
o f  nonconforming land uses on housing and neighborhood.  The pauc i ty  of  
evidence i s  s u r p r i s in g  because the  presumed presence o f  t h i s  e x t e r n a l i t y  i s
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a n a l y t i c a l l y  in t h i s  fa sh ion  (Yinger,  1979a).
What emerges i s  a system o f  s p a t i a l  r e l a t i o n s h i p s  where in d iv idua l  
consumers and neighborhoods a r e  a f f e c t e d  by th e  l o c a t io n a l  choices  of  
o t h e r s .  F requen t ly ,  households ach ieve  some improvement in t h e i r  leve l  o f  
economic w e l l -b e in g  by moving. For i n s t a n c e ,  th e re  a re  new p o s s i b i l i t i e s  
o f  income expansion f lowing from the  expansion and i n t e g r a t i o n  o f  the housing 
and mortgage markets .
The search  by households f o r  a l t e r n a t i v e  r e s i d e n t i a l  lo c a t io n s  
appears  as an i n f l u e n t i a l  f a c t o r  in th e  development o f  d i f f e r e n t i a l  r a t e s  
o f  p r o f i t  among neighborhoods.  Where th e  d i f f e r e n t i a l  i s  s u f f i c i e n t l y  
s t e e p  to  provide  the  p o s s i b i l i t y  o f  gain ( e . g . ,  i n c re a s e  in so c ia l  and 
economic w e l l - b e i n g ) ,  some movement o f  r e s i d e n t s  and concomitantly  mortgage 
c a p i t a l ,  i s  l i k e l y  to  t r a n s p i r e .  In th e o ry ,  consumer demand i s  seen to  
s t im u la t e  changes in  the  leve l  o f  housing,  o f  mortgage money, and o f  pub l i c  
f a c i l i t i e s  which enhance the  neighborhood q u a l i t y .  As ind iv idua l  soc io -  
s p a t i a l  m o b i l i t y  b a r r i e r s  a r e  overcome ( in  response to  demand), f a c t o r  p r i c e s  
in the  o ld  and new neighborhoods should converge on an equ i l ib r ium  va lue.
The im p l ic a t io n s  o f  a s t r u c t u r e  o f  l o c a t io n a l  in te rdependenc ies  
a re  s e r io u s  f o r  a t  l e a s t  two t h e o r e t i c a l  r ea s o n s .  F i r s t ,  as neighborhoods
f r e q u e n t ly  used as a p r e t e x t  f o r  zoning.  The few e x i s t i n g  s tu d i e s  (Crecine 
e t  a l . ,  1967; Reuter ,  1973; Kain and Quigley,  1970; S t u l l ,  1975; Grether  and 
Mieszkowski,  1978) a re  in c o n c lu s iv e .  For example,  Crecine e t  a l .  (1967) 
found no s y s tem a t ic  evidence o f  the  adverse  e f f e c t s  o f  n o n re s id e n t i a l  land 
use on the  va lues  o f  s i n g l e - f a m i l y  r e s i d e n c e s ,  Kain and Quigley (1970) and 
S tu l l  (1975) found the  converse.  Li and Brown (1978),  in a s tudy o f  suburban 
Boston,  found commercial c e n t e r s  to  have a d e f i n i t e  two-fo ld  impact on 
cont iguous  p ro p e r ty  v a lu e s .  A c c e s s i b i l i t y  t o  them i s  valued by ne ighboring 
households and p o s i t i v e l y  a f f e c t s  p ro p e r ty  v a lu e s ;  the  t r a f f i c  conges t ion  
and u n s i g h t l i n e s s  o f  th e se  c e n t e r s  have a n eg a t iv e  e f f e c t ,  though t h i s  
e f f e c t  decreases  qu ick ly  with d i s t a n c e .  The combined fo rce  o f  th e se  two 
e f f e c t s  demonst rates  t h a t  housing v a l u e s ,  c e t e r i s  p a r i b u s , peak a t  
d i s t a n c e s  o f  o n e - f i f t h  mile from commercial e s t a b l i s h e m n t s .
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become in t e g r a t e d  and expand,  in d iv id u a l  w e l fa re  i s  a f f e c t e d  by neighborhood 
change (Cox, 1979; Palm, 1981). Second, t h e r e  a re  s o c i o - s p a t i a l  r e d i s t r i b ­
u t iona l  e f f e c t s .  For example, as  households e x i t  a neighborhood o f  low 
r e s i d e n t i a l  q u a l i t y  to  one o f  a h ighe r  q u a l i t y ,  house p r i c e s  o f  those in  the 
d e s t i n a t i o n  a rea  d e c l in e  a t  a dec reas ing  r a t e ,  while those  in  the  o r i g i n  
area  d e c l in e  a t  an in c re as in g  r a t e .  S i m i l a r l y ,  f o r  the  p e r s p e c t iv e  o f  
mortgage c a p i t a l  i t  should be t h a t  c a p i t a l  moves from a reas  o f  low p r o f i t ­
a b i l i t y  to  a rea s  o f  high p r o f i t a b i l i t y .  In th e o ry ,  t h i s  makes c a p i t a l  more 
s ca rce  in  i t s  a rea  o f  o r i g i n  and so r a i s e s  p r o f i t  o r  i n t e r e s t  r a t e s  t h e r e ;  a t  
th e  same t im e ,  c a p i t a l  becomes l e s s  s ca rce  in  the  a rea  o f  d e s t i n a t i o n ,  tend ing 
to  somewhat depress  p r o f i t  r a t e s  t h e r e .  The l o c a t io n a l  choices  o f  i n d iv id u a l s  
a f f e c t  mortgage investment  and d i s in v e s tm en t  v ia  t h e i r  impact on demand and 
supply .
Summary
The a v a i l a b l e  knowledge on the  contemporary c i t y  c o n s i s t s  o f  two 
types  o f  models dea l ing  with  consumer demand f o r  r e s i d e n t i a l  space.  F i r s t  
th e r e  a r e  those  i n q u i r i e s  t h a t  d e s c r ib e  and account  f o r  i n t r a - u r b a n  
ind iv id u a l  and household choice  and decision-making behavior in  the  con tex t  
o f  a f r e e  market in  a monocentr ic c i t y .  The s p a t i a l  e f f e c t s  o f  economic 
behavior a r e  d i scussed  p e r i p h e r a l l y  in terms o f  d i s t a n c e  and e x t e r n a l i t i e s .  
Preoccupied with determin ing  l e a s t - c o s t  l o c a t i o n s  genera l  equ i l ib r ium  th eory  
i s  th e  fundamental bas i s  o f  urban economic the o ry  and one way to  enumerate 
the  c o n d i t io n s  a s s o c i a t e d  with th e  r e s i d e n t i a l  l o c a t io n a l  choice .
Land r e n t  th eo ry  i s  b a s ic  to  most models.  I t  g ives  some not ion o f  
how value  i s  a s se s se d  and d i s t r i b u t e d .  In a d d i t i o n ,  i t  shows how com pet i t ive  
bidding in  a market economy a s s i s t s  in d i v id u a l s  and a c t i v i t i e s  to s o r t
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themselves out  in accordance with land r e n t  ass ignments .  This  i s  extended 
to fo rmula te  models o f  the r e s i d e n t i a l  lo c a t io n  decision-making process .  
A c c e s s i b i l i t y  ( i . e . ,  d i s t a n c e )  i s  a c r i t i c a l  v a r i a b l e  in a l l o c a t i n g  land fo r  
r e s i d e n t i a l  a c t i v i t i e s ,  and households to  neighborhoods.  A c c e s s i b i l i t y  i s  
determined with r e s p e c t  to  the  journey- to -work  and i s  measured in terms o f  
economic c o s t s ,  t ime c o s t s ,  o r  b o t h . 21 More advanced s p a t i a l  equ i l ib r ium  
models cons ide r  the i n t e r r e l a t i o n s h i p s  among the amount o f  land d e s i r e d ,  
income, and var ious  aspec ts  o f  r e s i d e n t i a l  q u a l i t y  (Papageoriou,  1978; S c o t t ,  
1980; Richardson,  1977). A second approach i s  s l i g h t l y  l e s s  concerned with 
de termining a s t r i c t l y  economic l e a s t - c o s t  s o lu t i o n  as i t  i s  preoccupied 
with the  in f lu en ce  o f  o th e r  soc ia l  f a c t o r s  a s s o c ia t e d  with the  in f luence  
neighborhoods have on lo c a t io n a l  choice .  Usua lly ,  modeling on t h i s  account 
i s  de r ived  from an eco log ica l  t r a d i t i o n  (Palm, 1981).
The approaches o f  urban s o c i o l o g i s t s  cha l lenge  a c c e s s i b i l i t y  as the 
le ad ing  f a c t o r  in  the r e s i d e n t i a l  l o c a t io n  d ec i s ion  po in t ing  to the soc ia l  
s ig n i f i c a n c e  o f  the  neighborhood.  One example i s  the  a r b i t r a g e  model. I t  
i s  a m o d i f ica t io n  o f  the  a c c e s s i b i l i t y  model, but  in t roduces  the  not ion t h a t  
the  very  presence  o f  e th n ic  or  r a c i a l  m i n o r i t i e s  may c o n t r i b u te  o r  d e t r a c t  
from th e  value o r  p r i c e  o f  land (Palm, 1981). This model eva lua te s  dwell ing
21 The use of  e i t h e r  c r i t e r i o n  r e s u l t s  in  v a r i a b l e  a n a l y t i c a l  
r e s u l t s .  For i n s t a n c e ,  suppose t r a n s p o r t a t i o n  c o s t  i s  measured d i r e c t l y  
in monetary terms and i s  the  primary c r i t e r i o n  in a land r e n t  a n a l y s i s .  
Low-income households a re  loca ted  near  t h e i r  p lace  o f  employment. There 
a re  two reasons  f o r  t h i s .  F i r s t ,  they spend most o f  t h e i r  income on 
r e n t ,  food,  and o th e r  bas ic  n e c e s s i t i e s ;  and second, th e se  expendi tu res  
leave l e s s  ac tua l  money f o r  t r a n s p o r t a t i o n  purposes.  High-income house­
ho lds ,  even though they may have the  same e x p en d i tu re s ,  can a f fo rd  to 
r e s i d e  a t  g r e a t e r  d i s t a n c e s  from the  c i t y  c e n t e r .  Of course ,  t h i s  p r e ­
sumes t h a t  t h e se  households want to  make high l e v e l s  o f  expendi tu res  fo r  
t r a n s p o r t a t i o n .  Suppose, now, t h a t  time i s  the c r i t e r i o n .  The wealthy 
who cons ide r  time a more expens ive commodity choose a r e s i d e n t i a l  lo c a ­
t i o n  near  the  c i t y  c e n t e r .
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u n i t  p r o p e r t i e s  and household lo c a t io n  as well as  m od i f ica t ions  to  the house 
p r i c e  e s t i m a t e ,  in response  to  the  lo c a t io n  o f  the p roper ty  w i th in  a housing 
submarket def ined  according to  the  r a c i a l  and /or  e t h n ic  composit ion o f  
neighborhood r e s id e n t s  (Palm, 1979). E l a s t i c i t i e s  f o r  s p e c i f i c  housing and 
neighborhood c h a r a c t e r i s t i c s  vary among a s e t  o f  r e l a t i v e l y  segregated  
popu la t ions  given a s e t  o f  demographic o r  r a c i a l  p r e f e r e n c e s .  Research 
tends to  revolve  around two c e n t r a l  themes: the  i s s u e  o f  whether o r  not  
black households pay more than whi te households f o r  comparable dwell ing 
u n i t s  and the  e f f e c t s  o f  neighborhood r a c i a l  change on ind iv idua l  p roper ty  
va lues .
The eco log ica l  pe r s p e c t iv e  con t inues  to  have some m er i t  f o r  two 
reasons (Hawley, 1981; Palm, 1981). F i r s t ,  i t  p a r t i a l l y  exp la in s  the  t rend  
to  the  pe r iphe ry—al though i t  does not  cons ide r  the  household ' s  w i l l i n g  
t r a d e - o f f  between access  and environmental  c o n s id e r a t io n s .  The theory  a l so  
accounts f o r  the ex i s t e n c e  o f  gray  a rea s  in prox imity to the  c e n t r a l  c i t y .
A second reason p a r t i a l l y  accounts f o r  th e  in c lu s io n  o f  urban 
eco log ica l  r e sea rch  in t h i s  s tudy .  Ear ly  on,  such re sea rch  suggested t h a t  a 
primary reason fo r  r e s i d e n t i a l  d i f f e r e n t i a t i o n  was a s s o c i a t e d  with the  value 
o f  r e s i d e n t a l  land ( F r i s b i e ,  1980). This value i s  a combination o f  th r e e  
f a c t o r s - - l a n d  va lues ,  the  lo c a t io n  o f  o th e r  a c t i v i t i e s ,  and the t ime and 
money co s t s  o f  t r a n s p o r t a t i o n  to  urban a c t i v i t y  c e n t e r s .  Since households 
cannot  compete s u c c e s s f u l ly  with the more i n t e n s iv e  land uses such as 
bus iness  and in d u s t ry ,  they a re  r e l e g a t e d  to l e s s  a c c e s s i b l e  s i t e s  with  lower 
va lues .  Whenever re s idences  are  found on h igh-value  la nd ,  they a re  u s u a l ly  
in a d e t e r i o r a t e d  c o n d i t io n .  This i s  because the  land i s  kept in housing 
only f o r  s p e c u la t i o n ,  i . e . ,  in  the  expec ta t ion  o f  more p r o f i t a b l e  uses .  Such
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pla ces  a re  occupied by low income households and thus th e re  i s  the  paradox 
o f  high income f a m i l i e s  l i v i n g  on low r e n t  land away from th e  c e n t r a l  c i t y ,  
while low income f a m i l i e s  occupy high r e n t  lands c l o s e r  to  c e n t r a l  l o c a t i o n s  
(Rhind and Hudson, 1980).
The human e c o l o g i s t s  have a l s o  been more i n t e r e s t e d  in r e s i d e n t i a l  
l o c a t io n  because o f  the i n t e r r e l a t i o n s h i p  o f  the  so c ia l  and s p a t i a l  
dimensions.  This  concern connects  in d iv id u a l  housing choice with  the  
s e l e c t i o n  o f  a neighborhood.  Hoyt 's  r e sea rch  implies t h a t  the  choice  o f  
house type i s  on ly  one p a r t  o f  a r e s i d e n t i a l  lo c a t io n  d e c i s i o n .  The consumer 
i s  a l so  faced with the  problem o f  l o c a t i n g  the  r e s id e n c e .  This involves  
a t t i t u d e s  toward the  journey  to  work; the  t ime and c o s t  o f  commuting have to  
be t raded  o f f  a g a i n s t  the  r e l a t i v e  b e n e f i t s  o f  l i v i n g  in  a l t e r n a t i v e  
communities t h a t  meet,  w i th in  budgetary  c o n s t r a i n t s ,  fami ly  needs.  The lower 
the  fami ly  o r  ind iv idua l  income, the  more c ons t r a ined  w i l l  be the  choice .  
Thus, l o w e r - s t a t u s  people l i v e  c l o s e r  to  t h e i r  work than people o f  high 
s t a t u s .
Although perhaps l e s s  a n a l y t i c a l l y  s o p h i s t i c a t e d ,  a s cena r io  
emerging from the  urban s o c io lo g ic a l  and geographical  ana lyses  i s  somewhat 
c o n s i s t e n t  with the  urban economic model. R es id e n t ia l  p a t t e r n i n g  i s  based 
on the  a t t r i b u t e s  o f  neighborhood r e s i d e n t s  such as educa t ion ,  occupa t ion ,  
and income, and o f  neighborhood s t r u c t u r a l  c h a r a c t e r i s t i c s  l i k e  l o c a t io n a l  
r e n t  (or  va lue)  and the  q u a l i t y  o f  housing .  This s p a t i a l  p a t t e r n  i s  a 
product  o f  the d i f f e r i n g  a b i l i t i e s  o f  va r ious  income groups to  bear  the  
t r a n s p o r t a t i o n  c o s t s  o f  the  jo u rney- to -work .  For example,  lower income 
workers,  because o f  t h e i r  r e s t r i c t e d  budge ts ,  must l i v e  c lo se  to  t h e i r  work 
(concen t ra ted  in the  inne r  c i t y  around the  c e n t r a l  bus iness  d i s t r i c t  and
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along the  r a i l  and w a te r  rou te s  r a d i a t i n g  outward from i t ) .  S i m i l a r l y ,  the  
h ighe r  income o r  u p p e r - s t a t u s  groups possess  g r e a t e r  l a t i t u d e  in the  
d e c i s io n  to  lo c a t e  t h e i r  homes in a re a s  o f  h igher  r e s i d e n t i a l  ameni ty—away 
from t h e i r  p laces  o f  work, away from the  smoke and d i r t  o f  i n d u s t r y ,  and 
c l o s e  to  amenity f e a t u r e s  such as la keshore  and open space.
In the  a g g reg a te ,  th e  e x t e n t  t o  which th e se  f in d in g s  y i e l d  a f u l l y  
de te rm ina te  exp lan a t io n  o f  housing and neighborhood change i s  tenuous and 
prob lem at ic .  In the  f i r s t  i n s t a n c e ,  t h e  f a c t o r s  which account  f o r  neighbor­
hood success ion  assumes housing inc ludes  a bundle o f  socio-economic 
a t t r i b u t e s .  For example,  a housing purchase e n t a i l s  the  r i g h t  to  use and 
exchange th e  land and the  housing s t r u c t u r e  s u b je c t  to  lega l  r e s t r a i n t s  l i k e  
zoning o rd inances  and bu i ld in g  codes ,  and th e  r i g h t  to  consume pub l i c  goods 
and s e r v i c e s  (while a l s o  expending o b l i g a t o r y  tax  l i a b i l i t i e s ) .  Presuming 
a household posse sses  a w e l l -d e f in e d  a t t i t u d e  f o r  the  socioeconomic s t a t u s  
o f  th e  ne ighbors ,  such neighborhood q u a l i t i e s  as  the  leve l  of  income and o f  
r a c i a l  composit ion o f  a d jo in in g  neighbors  and neighborhoods a re  dimensions 
o f  the  housing a t t r i b u t e  bundle .  Consequent ly,  i f  neighborhood change i s  
a s s o c i a t e d  with d i s inve s tm en t  i t  i s  an outcome o f  consumers'  d e c i s io n s  to  move.
In th e  second in s t a n c e ,  r e s i d e n t i a l  change a l so  i s  an express ion  o f  
both i n t e r n a l  and ex t e rn a l  f o r c e s .  To i l l u s t r a t e ,  i n t e r n a l  fo rc e s  r e f l e c t  
a ne ighborhood 's  a b i l i t y  to  r e s i s t  physica l  and soc ia l  encroachments as 
s t r u c t u r e s  grow o ld e r  and d e p r e c i a t e .  Combined with high vacancy r a t e s  and 
augmented maintenance c o s t s  r e s u l t i n g  from the  s t r u c t u r e ' s  age,  t h e r e  i s  the  
t h r e a t  o f  obsolescence  as newer,  more f a s h io n a b le  r e s i d e n t i a l  a l t e r n a t i v e s  
become a v a i l a b l e .  Moreover, over t ime c h i l d r e n  grow up,  leave home and e x i t  
a neighborhood.  Younger, lower socioeconomic leve l  f a m i l i e s  may move in to
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the  neighborhood.  F requen t ly ,  the  o l d e r  r e s i d e n t s  remaining behind feel  
a l i e n a t e d  and become l e s s  concerned about the  upkeep o f  t h e i r  p rope r ty .  The 
neighborhood becomes more s u s c e p t i b l e  to  d e c l in e  with physical  and soc ia l  
m a tu ra t ion .  External  f a c t o r s  r e in f o r c e  t h i s  process .  These inc lude  the  
encroachment o f  n o n re s id e n t i a l  u ses ,  such as convers ions  o f  p ro p e r t i e s  to  
commercial,  o f f i c e ,  o r  i n s t i t u t i o n a l  fu n c t io n s .  Highway p r o j e c t s  can 
s i m i l a r l y  c r e a t e  an u n d es i r ab le  i n t r u s i o n .  Subsequent ly ,  i t  would seem t h a t  
neighborhood change,  and subsequently  d i s in v e s tm en t ,  a re  a na tu ra l  outcome 
o f  a l t e r a t i o n s  in the  r e s i d e n t i a l  m o b i l i t y  and the  l i f e  cyc le .
Urban r e s i d e n t i a l  d is inves tm en t  i s  a form o f  d i s c r im in a t io n .
Usually i t  i s  de f ined  in terms o f  a decrease  over  time in the  number o f  
loans made to  an urban ,  r e l a t i v e  to  a suburban,  neighborhood f o r  the  
purpose o f  purchas ing ,  r e f in a n c in g ,  m a in ta in in g ,  or  r e h a b i l i t a t i n g  
r e s i d e n t i a l  p rope r ty  (Palm, 1979). The l i t e r a t u r e  reviewed in t h i s  chap te r  
would sugges t  t h a t  d is inves tm en t  i s  a socio-economic concept  whose uni fy ing  
p r o p e r t i e s  a re  th e  behavior o f  consumers and mortgage lenders  and the 
geographic l o c a t io n s  o f  households.  Given the  c u r r e n t  emphasis placed on 
consumer demand f o r  housing as some fun c t io n  o f  economic f a c t o r s  l i k e  income, 
housing p r i c e  and housing q u a l i t y  i t  i s  not  p e c u l i a r  to  expect  t h a t  an 
economic o r i e n t a t i o n  would dominate the  a n a l y s i s  of  r e s i d e n t i a l  mortgage 
lend ing .  S u r p r i s i n g l y ,  l i t t l e  geog raph ica l ,  l e t  alone economic, evidence 
accounting  f o r  th e  s p a t i a l  v a r i a t i o n  in the  d i s t r i b u t i o n  o f  mortgage money 
i s  a v a i l a b l e .  The next  c h a p t e r  makes a minor a t tempt  t o  en la rge  the  
e x i s t i n g  body o f  r e s e a r c h  f ind ings  by p re sen t ing  a d e s c r i p t i v e  geographical  
a n a l y s i s  o f  mortgage lending  p a t t e r n s  in  the  Oklahoma City m e t ropo l i t an  a rea .
THE GEOGRAPHICAL STRUCTURE OF MORTGAGE LENDING IN THE 
OKLAHOMA CITY METROPOLITAN AREA: A CASE
STUDY IN RESIDENTIAL DISINVESTMENT
CHAPTER I I I
In t roduc t ion
The i n s t i t u t i o n a l  d e c i s i o n ,  known as r e d - l i n i n g ,  t h a t  loans wil l  
no t  be made in c e r t a i n  h i g h - r i s k  neighborhoods,  r e g a rd l e s s  o f  the  c r e d i t  
r a t i n g  and f i n a n c i a l  s t a b i l i t y  o f  the  p rospec t ive  buyers ,  i s  not  a new 
phenomenon. Never the less ,  s ince  the  e a r l y  1970s, var ious  s tu d i e s  charge,  
i n f e r e n t i a l l y ,  t h a t  mortgage le nders  a re  d i s c r im in a t in g  among c e r t a i n  urban 
r e s i d e n t i a l  neighborhoods (Agelasto and L i s t o k in ,  1975; C a l i f o r n i a  Center  
fo r  Real E s ta te  and Urban Economics, 1975; Palm, 1979; Vandel , 1975).
The fundamental i s sues  under ly ing  the  r e d l i n in g  debate a re  
d is inves tm en t  and d i s c r i m in a t io n .  Members o f  the  lending i n s t i t u t i o n s  
defend t h e i r  p r a c t i c e s  by arguing t h a t  loan p o l i c i e s  and lending  performance 
are  a r e s u l t ,  not  a cause,  of  housing s tock  d e t e r i o r a t i o n  and proper ty  owner 
d is inves tm en t .  By c o n t r a s t  community groups contend t h a t  an t iu rban  lending 
s tandards  e x i s t  and t h a t  they  a re  founded not  on f a c t s  but r a t h e r  on 
s u b je c t iv e  percep t ions  of  loan o f f i c e r s .  An economic a n a l y s i s  o f  the level  
o f  and d i s t r i b u t i o n  of  mortgage loan a c t i v i t y  as well as neighborhood
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v i a b i l i t y  would a s s i s t  in changing the  p o l i c i e s  of  lending i n s t i t u t i o n s .
This s tudy dea l s  only with one a s p ec t  o f  the  r e d l i n in g  phenomenon: d i s i n v e s t ­
ment.
Urban d i s inves tm en t  r e f e r s  to  a mortgage lending p r a c t i c e  which,  
supposedly,  favors  suburban r e s i d e n t i a l  neighborhoods to  the  d isadvantage  o f  
inne r  c i t y  p r o p e r t i e s  (Palm, 1979). The p ioneer  s tu d ie s  o f  d is inves tm en t  in 
o ld e r  c i t i e s  in the  F r o s t b e l t  reviewed in Chapter  I I ,  however, o f f e r  l i t t l e  
co nc lus ive  geographical  evidence t h a t  i t  i s  lo c a ted  n e c e s s a r i l y  w ith in  inne r  
c i t y  neighborhoods.  Recently an urban economic study o f  Los Angeles observed 
t h a t  the  v a r i a t i o n  in mortgage lending among census t r a c t s  i s  a s s o c ia t e d  
s t r o n g ly  with changes in economic i n e q u a l i t y ,  measured in terms o f  income and 
home ownership (Richardson and Gordon, 1979).  This  ch ap te r  examines t h i s  
hypothes is  f o r  th e  Oklahoma City  m e t ro p o l i t an  a r e a .  This s tudy a t tempts  to  
d i s c e rn  the  e x t e n t  to  which r e d l i n i n g  may be tak ing  p la ce  in a newer Sunbelt  
c i t y .
The s tudy  i s  d iv ided  in to  two major s e c t i o n s .  The f i r s t  de sc r ibe s  
the  m e t ropo l i t an  leve l  s p a t i a l  p a t t e r n s  a s s o c ia t e d  with the  demographic and 
economic f e a t u r e s  o f  the  t o t a l  m e t ro p o l i t an  a r e a .  The second s ec t io n  
i d e n t i f i e s  the s p a t i a l  p a t t e r n  o f  mortgage lending  a t  the  m e t ropo l i t an  and 
in t r a - m e t r o p o l i t a n  l e v e l s  using a Mortgage Def ic iency  Index proposed by 
Richardson and Gordon (1979). An a n a l y s i s  o f  the  s p a t i a l  p a t t e r n  o f  mortgage 
lending a c t i v i t y  r ev ea ls  t h a t  d i s inves tm en t  i s  not on ly  an urban but a l s o  a 
suburban phenomenon wi th in  m e t ro p o l i t an  Oklahoma C i ty ;  and sugges ts  t h a t  the  
d e c i s io n s  o f  lending  o f f i c i a l s  may be in f luenced  by f a c t o r s  o th e r  than 
economic v a r i a b l e s  l i k e  income and home ownership.
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Demographic and Economic Fac to rs :  A Spa t ia l
P r o f i l e  o f  th e  Oklahoma Ci ty  SMSA 
The study a rea  i s  de f ined  as Oklahoma City and the  surrounding 
m u n i c i p a l i t i e s  in Oklahoma county (See Figure 1) .  D es c r ip t iv e  demographic 
and f i n a n c i a l  da ta  were c o l l e c t e d ,  in accordance with the  Home Mortgage Dis­
c l o s u r e  Act.  The 20 l a r g e s t  banks and s ix  l a r g e s t  savings and loan a s s o c i a ­
t i o n s  with  a s s e t s  over  ten  m i l l i o n  d o l l a r s  were s e l e c t e d .  Data measuring 
income, households,  and owner occupancy a t  the  census t r a c t  leve l  were taken  
from the  Oklahoma C i ty  O ff ice  o f  Research and Economic Development (ORED) 
data f i l e s . 1
Some useful  background d a t a  f o r  the  e n t i r e  Oklahoma C i ty  SMSA is  
worth no t ing  here as i t  w i l l  be in c o rp o ra ted  in l a t e r  d i s c u s s io n s .  Total  
popula t ion  inc re a sed  between 1960 and 1979, with  the  average annual r a t e  of  
change in c re a s in g  to  2.25% in the  decade 1970-1979 from 1.27% between 1960- 
1970 (Map 1) .  The t o t a l  number o f  households in c reased  between 1970-1979 a t  
an average annual r a t e  o f  2.2% while the  s i z e  o f  households decreased  a t  an 
annual r a t e  o f  0.94% (Map 2) .  The change in  the  number o f  households by
Ifhe  use o f  socioeconomic and r e s i d e n t i a l  q u a l i t y  da ta  a r e  kept  to  
a minimum in t h i s  s tudy .  This i s  because r e l i a b l e  data on th e se  v a r i a b l e s  
are  d i f f i c u l t  t o  a c q u i re  between censuses  f o r  the  study a r e a .  The v a r i a b l e s  
of  income, number o f  households ,  and pe rcen t  owner occupancy taken  from the  
ORED d a t a  f i l e s  a r e  taken  to  be r e l a t i v e l y  a c c u ra t e .  The use o f  the  da ta  
from t h i s  source  i s  p r e f e r a b l e  f o r  a s tudy  o f  1979. In a d i s c u s s io n  with  
George Daily o f  th e  C ity  o f  Oklahoma City  O ff ice  o f  Research and Economic 
Development (ORED), i t  became apparen t  t h a t ,  due to  f in a n c ia l  r e a s o n s ,  
Oklahoma City  plann ing o f f i c i a l s  a re  ab l e  to  c o l l e c t  and t a b u l a t e ,  an n u a l ly ,  
d e t a i l e d  socioeconomic s t a t i s t i c s  a t  the  census t r a c t  l e v e l .  Most of  the 
da ta  used i s  aggrega ted  to  e i t h e r  m e t ro p o l i t an  leve l  or  census t r a c t  l e v e l .  
These d a t a  determined the  ORED data  i s  r e l a t i v e l y  r e l i a b l e .  A comparison o f  
the ORED d a t a  f i l e s  on income, households ,  and popula t ion  s t a t i s t i c s  with 
p re l im in a ry ,  but unpubli shed ,  1980 Census S t a t i s t i c s  i n d i c a t e s  t h a t  the ORED 
data  i s  s u f f i c i e n t l y  more r e p r e s e n t a t i v e  than 1970 Census da ta .
OU L
1065
too\
1051 1052
1003
1007 100«10031002
1005 I 1004
1011 10121010
1020 1019 1014,1015
1017,
1023 1024 1025 1026 1027
1 0 3 2 ,.  n
Æ i
1030
105#
1034
10381035 1037
1057
1040:
1041
1039
1047I Q 4 t |
1045104.
10*1
4_.
cn
Figure 1: The Oklahoma City (on the l e f t )  and the Metropoli tan Area (on the r i g h t )
1970 Census t r a c t s .
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census t r a c t  fo r  the e n t i r e  metropoli tan area i s  mapped fo r  the period 
1970-1979. As the map ind ica te s  those areas  with la rge  increases  are 
s i tu a te d  in the north and nor thwes te r ly  quadrants  of  Oklahoma City i t s e l f  
and the suburban a reas .  A s im i la r  increase i s  noted fo r  the south and 
southeas te rn  suburban census t r a c t s .  Subsequent dec l ines  in household 
change took place in the southern and cen t ra l  census t r a c t s  of  Oklahoma City 
per  s e .
During the study period the t o t a l  number of  households inc reased ,  
but much of  t h i s  a c t i v i t y  took place in the suburban m un ic ip a l i t i e s  su r ­
rounding Oklahoma City.  Building permit da ta  in d ica te  a decl ine in the 
number of  s ing le - fami ly  permits  issued  within Oklahoma City between 1976 
through the end of  1979 (Table 1).
Suburban hous ing-re la ted  cons t ruc t ion  appears to  be concentrated 
in  the m un ic ipa l i t i e s  o f  Edmond, Moore, Yukon, Midwest Ci ty ,  and Norman. 
Overal l ,  f igures  tend to in d i c a te  a s l i g h t  inc rease  in the share o f  s i n g l e ­
family housing cons t ruc t ion  a c t i v i t y  in these  m u n i c ip a l i t i e s ,  r i s i n g  from a 
low o f  42.7% in 1976 to a high o f  56.4% in 1979.
Data fo r  the f i r s t  s ix  months o f  1980 suggests  t h a t  t h i s  dec l ine  
i s  f a r  from subsiding;  but a change in inner c i t y  housing types might also  
be i n f l u e n t i a l .  This i s  s u b s t a n t i a t e d ,  t e n t a t i v e l y ,  by the marked increase 
in the percentage of  mul t i - fam ily  housing permits issued (Table 2) .  S imilar  
inc reases  are noted fo r  Norman and Edmond, Oklahoma C i t y ' s  two l a rg e s t  
r e s id e n t i a l  suburbs.
Building permit data are not in d i c a to r s  of  housing s t a r t s  because 
permits are a lso  issued fo r  home improvements. Never the less ,  they are 
genera l ly  in d ica t iv e  of  the loca t ion  o f  hous ing-re la ted  cons truc t ion
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TABLE 1
PERCENTAGE OF BUILDING PERMITS ISSUED FOR SINGLE-FAMILY DWELLING 
UNITS BY MUNICIPALITIES WITHIN THE OKLAHOMA CITY 
METROPOLITAN AREA BETWEEN 1976 AND 1980
Municipal i ty 1976 1977 1978 1979 1980^
Oklahoma City 56.6 46.9 48.4 41.8 33.5
Edmond 15.0 13.1 7.5 10.5 9.9
Moore 9.0 12.3 13.9 3.4 25.2
Yukon 7.2 6.2 5.3 6.3 5.2
Midwest City 2.7 2.6 4.5 4.7 6.9
Choctaw 2.5 3.0 3.4 1.8 2.7
Mustang 1.7 2.9 3.1 3.1 3.5
El Reno 1.7 2.1 1.6 3.1 1.4
Norman 1.3 9.4 10.0 12.4 11.3
Bethany 1.0 1.0 1.4 1.0 1.3
Del City 0.6 0.2 0.1 0.1 0.2
Central City 56.6 46.9 48.4 41.8 33.5
Suburbs 42.7 52.8 50.8 56.4 67.6
SOURCE: Central Oklahoma Home Builders Associa t ion ,  Oklahoma
City,  1980.
^Data ava i lab le  fo r  f i r s t  s ix months of  1980.
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TABLE 2
MUNICIPALITIES WITH THE LARGEST PERCENTAGE OF 
MULTI-FAMILY UNIT BUILDING PERMITS WITHIN THE 
OKLAHOMA CITY SMSA, 1976-1980
Municipal i ty 1976 1977 1978 1979 1980l
Oklahoma City 51.4 40.3 36.9 52.2 67.8
Norman 22.9 42.3 48.7 5.9 24.2
Edmond 19.2 12.0 N/A^ 27.3 N/A
Moore N/A N/A 5.4 4.7 N/A
Yukon N/A N/A 3.4 3.5 N/A
Midwest City N/A N/A 1.4 5.1 N/A
^Data ava i lab le  only fo r  the f i r s t  s ix months of  1980.
^N/A des igna tes  "not a v a i l a b l e . "
a c t i v i t y .  I t  is expected th a t  the re  should be a c lose  c o r r e l a t i o n  between
the loca t ion  o f  b u i ld in g - re la ted  a c t i v i t y  and volume of  mortgage loans.
In t h i s  connection,  th e re  should be some assoc ia t ion  with a change in the
number of  suburban s ing le - fami ly  households.
Consider now the metropoli tan  pa t te rn  of  per cap i ta  income and
income change (Maps 3 and 4) .  Although income increased p rop o r t io n a l ly ,  
throughout the metropo li tan a rea ,  most l i k e l y  because of  i n f l a t i o n ,  two 
noteworthy trends  emerge:
1) In the northwestern quadrant of  Oklahoma City i t s e l f ,  and in 
the metropol i tan  m u n ic ipa l i t i e s  of  The V i l l age ,  Nichols H i l l s ,  Warr Acres, 
and Edmond, the re  i s  a increase  in per cap i ta  income, which appears to  be 
s l i g h t l y  g r e a t e r  than the increase  in the othe r  pa r t s  of  metropo li tan  area 
and the cen t ra l  c i t y  a reas .
MAP 3
Oklahoma City Urbanized Area 
PER CAPITA INCOME 
1978
□  $ 0 - 3999
$ 4000 - 5999
U  $ 6000 - 7999
$ 8000 - 9999
$10,000 - 11,999
B |  $ 12,000 and over 
Average SMSA 6,465
Lake
Hefner
See Inset
CO
S o u r c e s :  The  Oklahoma C i t y  O f f i c e  o f  R e s e a r c h  a n d  Economic  D e v e l o p m e n t .
N a t i o n a l  Da ta  P l a n n i n g  C o r p o r a t i o n .
1970 CENSUS TRACTS
MAP 4
Oklahoma City Urbanized Area 
CHANGE IN PER CAPITA INCOME 
1970-1979
□  S 0 - 999 
d j  S 1000 - 1999 
3  $ 2000 - 2999 
1 S 3000 - 3999  
$ 4000 - 4999
S o u r c e s :  The  Oklahoma C i t y  O f f i c e  o f  R e s e a r c h  a n d  Economic D e v e lo p m e n t .
N a t i o n a l  D a t a  P l a n n i n g  C o r p o r a t i o n .
$ 5000 and more 
Average SMSA $3,294Hefner
1970 CENSUS TRACTS
65
2) The a rea s  which tend to  re c e iv e  the sm a l l e s t  in c re a s e  in 
per  c a p i t a  income, a r e  lo c a te d  immediately a d j a c e n t  but south o f  the  
Oklahoma City  Central  Business D i s t r i c t .
The s p a t i a l  p a t t e r n s  a s s o c i a t e d  with the  housing and income data  
sugges ts  t h a t  t h e r e  i s  an in c re a s e  in r a t e  o f  household and income change 
and an in c re a s e  in  the  number o f  households as d i s t a n c e  in c re a se s  from the 
CBD; but  t h a t  t h i s  i s  b iased  d i r e c t i o n a l l y  to  the  no r th -nor thw es t  and south -  
so u th e a s t .  The sou thern  Oklahoma C i ty  census t r a c t s  immediately ad j a c e n t  
t o  th e  CBD seem t o  have exper ienced  a change in land use from r e s i d e n t i a l  to  
commercial.  In th e  census t r a c t s  l o c a te d  a t  the  southern per iphe ry  o f  
Oklahoma City i t s e l f  the  da ta  sugges t  t h a t  t h e r e  i s  a s l i g h t  in c re a s e  in 
income, popu la t ion  and the  number o f  households.
An Analys is  o f  Mortgage Lending: The M etropol i tan  Level
The f i r s t  phase o f  the  a n a l y s i s  d e s c r ib e s  the  geographical  p a t t e r n  
o f  r e s i d e n t i a l  mortgage le nd ing .  To accomplish t h i s ,  the  l a r g e s t  banks and 
savings and loan a s s o c i a t i o n s  (SLAs) were i d e n t i f i e d  f o r  the Oklahoma City  
m e t ropo l i t an  a r e a . 2 As o f  December, 1979, t h e r e  were approximate ly 75
2fhe Home Mortgage D isc lo su re  Act does not  reques t  p r i v a t e  mort ­
gage hold ing companies and c r e d i t  un ions ,  l i k e  the  Tinker  C red i t  Union, to  
c o l l e c t  m or tg a g e - re la t e d  d a t a .  Whether or  not  t h e s e  i n s t i t u t i o n s  a re  
s i g n i f i c a n t  p a r t i c i p a n t s  in  the  d a i l y  exchange between consumers and s u p p l i e r s  
o f  mortgage monies remains to  be seen.  C o l l e c t in g  da ta  from th e se  i n s t i t u t i o n s ,  
while i t  might be u s e f u l ,  would be very  t ime consuming f o r  one in d i v id u a l .
As i t  tu rned  o u t ,  the  c o l l e c t i o n  o f  the  Home Mortgage Disc losure  Act i n f o r ­
mation was t ime consuming. C er ta in  lending i n s t i t u t i o n s  had a d i f f i c u l t  
t ime f in d in g  the  d a t a ,  even though th e  i n s t i t u t i o n s  a r e  l e g a l l y  requ i red  to  
make i t  a v a i l a b l e  t o  the  p u b l i c .  Other  i n s t i t u t i o n s  had not f i n i s h e d  compiling 
the  1979 d a ta  a t  the  t ime the  s tudy was being prepared .  In s p i t e  o f  th e se  
d i f f i c u l t i e s ,  approx imate ly  55 o f  the  76 lending  i n s t i t u t i o n s  responded.
This t r a n s l a t e s  t o  s l i g h t l y  more than 85 pe rcen t  o f  the t o t a l  number o f  
i n s t i t u t i o n s  l e g a l l y  requ i red  to  r e p o r t  mortgage lend ing in formation .
66
banks and 10 SLAs loc a ted  in the  m e t ro p o l i t an  a rea .  A f t e r  ranking the banks,  
in terms o f  t o t a l  d e p o s i t s  f o r  1979, a d ec i s io n  was made to  use only  the  20 
l a r g e s t  banks (Table 3 ) . ^  These 20 banks have a t  t h e i r  d i sposa l  roughly 75 
p e rcen t  o f  the t o t a l  c a p i t a l  d e p o s i t s  o f  the  75 banks in the SMSA. This 
sugges ts  t h a t  the  remaining i n s t i t u t i o n s  would not  s u b s t a n t i a l l y  change the  
observed aggrega te  p a t t e r n s .  Using a s i m i l a r  procedure the l a r g e s t  savings 
and loan a s s o c i a t io n s  were chosen.  Since t h e r e  a re  fewer t h r i f t  i n s t i t u t i o n s  
t h a t  meet the Home Mortgage D isc lo su re  Act requi rements  only t h r e e - f o u r t h s  of  
the  t o t a l  number o f  i n s t i t u t i o n s  were inc luded  in the  a n a l y s i s .
The Home Mortgage D isc losu re  Act (HMDA) o f  1976 s t a t e s  t h a t  a l l  
lending  i n s t i t u t i o n s  with a s s e t s  in  excess o f  ten  m i l l i o n  d o l l a r s ,  and which 
a r e  s i t u a t e d  in a m e t ro p o l i t an  a r e a ,  a r e  requ i red  annua l ly  to  c o l l e c t ,  
t a b u l a t e  and p u b l i c i z e  s t a t i s t i c s  on the  type and number o f  mortgage loans 
th ey  o r i g i n a t e  by census t r a c t . 4
^Pre l im inary  a n a l y s i s  o f  mortgage s ta tem en ts  and the i n s t i t u ­
t i o n a l  r e p o r t s  o f  con d i t io n  r e v e a l s  t h a t  Oklahoma C i ty  savings  and loan 
a s s o c i a t i o n s  a re  more heav i ly  involved in lending money f o r  r e s i d e n t i a l  
purposes while t h e i r  c o u n t e r p a r t s ,  the  commercial banks ,  tend to  lend 
p r im a r i l y  f o r  commercial r ea sons .  This  i s  no t  unique ,  and i s  in  keeping 
wi th  the  o r ig i n a l  purpose f o r  which savings and loan a s s o c i a t i o n s  were 
developed n a t i o n a l l y .  This  i s  to  make money a v a i l a b l e  f o r  r e s i d e n t i a l  loans .  
For t h i s  reason ,  a l l  the  6 SLAs a re  used ,  and most o f  th e  HMDA da ta  o r i g i n a t e s  
from t h i s  source .  Obviously,  not  a l l  the  banks ignore the  r e s i d e n t i a l  market.  
This  s e l e c t i o n  does seem to  be j u s t i f i a b l y  r e p r e s e n t a t i v e  o f  the  banking 
i n d u s t r y ' s  c o n t r i b u t i o n .
4 fh is  l e g i s l a t i o n  i s  s e p a ra t e  from the Community Reinvestment Act 
o f  1977 (CRA). The l a t t e r  l e g i s l a t i o n  only r eq u i re s  a lending i n s t i t u t i o n  
to  o u t l i n e  on a map the  loca l  community they s e rv e ,  and a l i s t i n g  o f  the types 
o f  c r e d i t  extended to  r e s i d e n t s  o f  t h a t  community. The Act i s  ambiguous and 
i t s  u t i l i t y  i s  dubious.  Most CRA s ta tements  p resen ted  by Oklahoma City le nd ­
ing i n s t i t u t i o n s  c o n s i s t e d  o f  a scaled-down, xerox map o f  the  e n t i r e  me tro­
p o l i t a n  area  and a l i s t  o f  the  types  o f  a v a i l a b l e  lo a n s .  The CRA, in 
c o n t r a s t  to  the  HMDA, c on ta in s  a b s o lu t e ly  no s t a t i s t i c a l  d a t a .
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TABLE 3
TWENTY LARGEST COMMERCIAL BANKS WITHIN THE OKLAHOMA CITY 
SMSA BY SIZE OF DEPOSITS IN 1979
Percentage  Share 
o f  Deposits
1. F i r s t  National Bank and Trus t 22.37
2. L ibe r ty  National  Bank and Trus t 16.62
3. F i d e l i t y  National Bank 8.16
4. C i t i z e n ' s  National  Bank 2.67
5. Union Bank and T rus t 2.33
6. Federal National (Shawnee) 2.30
7. United Oklahoma Bank 2.24
8. S ecu r i ty  National  (Norman) 2.11
9. Penn Square 2.00
10. Central  National 1.78
11. American National (Shawnee) 1.75
12. Guaranty Bank and Trus t 1.58
13. Oklahoma National  Bank 1.44
14. Fr iend ly  National Bank 1.29
15. City  National Bank (Oklahoma City) 1.28
16. Founders Bank and Trus t 1.12
17. American Exchange Bank (Norman) 1.08
18. Grant Square 1.03
19. Southwestern Bank and Trus t 1.03
20. F i r s t  National o f  Bethany 1.03
SOURCE: Off ice  of  Economic Research,  Federal Reserve Bank of
Kansas C i ty ,  Kansas C i ty ,  Kansas, 1979.
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The next  s tep  i s  to  a s c e r t a i n  the  t o t a l  number o f  loans (Table 
4) and t o t a l  value o f  loans (Table 5) f o r  the  e n t i r e  m e tropo l i tan  a rea  by 
type .  Table 6 r ev ea ls  the  d i s t r i b u t i o n  o f  mortgage money a l lo c a t e d  to 
Oklahoma City  and the  surrounding suburban m u n i c i p a l i t i e s .  The a rea s  with 
the  l a r g e s t  t o t a l  amounts a re  lo c a te d  in the  northwes tern  s e c to r  o f  Oklahoma 
City  and the  northwes tern  suburban m u n i c i p a l i t i e s  (Maps 5 to  9) .  Conversely,
TABLE 4
ANNUAL NUMBER OF RESIDENTIAL MORTGAGE LOANS BY TYPE FOR THE 
OKLAHOMA CITY METROPOLITAN AREA
Loan Type 1976 1977 1978 1979
Conventional 2,985 9,124 9,192 5,429
FHA 60 34 221 1,134
Non-Occupant 40 46 278 459
Home Improvement 815 1,378 1,330 2,378
SOURCE: Federal Home Mortgage Disc losure  s ta tements  f o r  
Oklahoma City  banks and savings and loan a s s o c i a t i o n s .
TABLE 5
ANNUAL VALUE OF RESIDENTIAL MORTGAGE LOANS BY LOAN TYPE 
FOR THE OKLAHOMA CITY METROPOLITAN AREA
Loan Type 1976 1977 1978 1979
Conventional 93,853,302 203,997,199 261,630,865 215,658,282
FHA 1,273,450 1,154,900 7,163,165 41,802,339
Non-Occupant 1,295,950 1,264,850 9,570,018 17,319,179
Home 5,171,840 7,766,479 9,453,624 16,594,593
SOURCE: Federal Home Mortgage D isc losu re  s ta t em en t s . Oklahoma
City banks and savings  and loan a s s o c i a t i o n s .
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TABLE 6
AREAL DISTRIBUTION OF RESIDENTIAL MORTGAGE MONEY FOR OKLAHOMA 
CITY AND SUBURBAN MUNICIPALITIES BY PERCENTAGE 
OF TOTAL DOLLARS LOANED ANNUALLY
Year
Oklahoma
City
Northwestern 
S ec to r  of  
Oklahoma Ci ty
Suburbs
w ith in
SMSA
Northwestern 
Sec to r  of  
Suburbs 
w ith in  SMSA
Outs ide
SMSA
1976 4.0% 3.2% 75.6% 63.5% 20.4%
1977 3.9% 2.6% 70.8% 52.9% 33.1%
1978 6.9% 4.5% 69.5% 53.1% 30.5%
1979 8.9% 4.7% 62.3% 43.5% 28.8%
SOURCE: Federal  Home Loan Mortgage D isc losure  s ta t em en t s  f o r
Oklahoma City  banks and savings  and loan a s s o c i a t i o n s .
those  a rea s  r e c e iv in g  r e l a t i v e l y  l e s s  mortgage money a re  lo c a te d  in the  
southern  census t r a c t s  o f  Oklahoma C i ty  i t s e l f  and a l so  in  the  so u th eas te rn  
and n o r th e a s t e r n  quadran ts  o f  the  suburbs.
P r o p o r t i o n a t e l y ,  between 1976 and 1979 the  percentage  o f  money 
a l l o c a t e d  to  Oklahoma C i ty  i t s e l f  ro se  from 4 .0  percen t  in 1976 to  8 .9  
percen t  in 1979. S im ul taneously ,  the  p ropo r t ion  rece ived  by suburban 
m u n i c i p a l i t i e s ,  w i th in  the  m e t ro p o l i t a n  a r e a ,  dec l ined  from 75.6 pe rcen t  to  
62.3 pe rce n t .  As Table 6 i n d i c a t e s ,  the  g r e a t e s t  p ropor t ion  o f  the money 
was a l l o c a t e d  to  the  nor thwes te rn  s e c t o r  o f  the  m e t ro p o l i t an  a r e a . 5
P r io r  to  the  Home Mortgage D isc lo su re  Act ,  d i s inves tm en t  was 
i d e n t i f i e d  by the  presence  o f  l a r g e  numbers o f  FHA-insured mortgages.  FHA
Sfhe amount given to  th e  northwes te rn  s e c t i o n  o f  Oklahoma C i ty  
g ra d u a l ly  inc reased  from 3 .2  pe rc e n t  to  4 .7  p e r c e n t .  The amount going to  the 
northweste rn  s e c t o r  o f  the  suburbs dec l in ed  to  43.5 percen t  from 63.5 percen t ,
75
a c t i v i t y  i s  a s ignal  t h a t  a neighborhood i s  changing and may in d i c a t e  a 
h i g h - r i s k  area  in which i t  i s  unsound to  make loans (Palm, 1979).® 
U nfo r tuna te ly ,  the  s e p a ra t i o n  o f  government-insured loans in to  Federal 
Housing A dmin is t ra t ion  (FHA) and Veterans A dm in is t ra t ion  (VA) loans i s  not 
req u i re d  under the  HMDA. VA loans may c o n s t i t u t e  a s u b s t a n t i a l  p ropor t ion  
o f  th e  FHA a c t i v i t y .  In the  case o f  Oklahoma C i ty ,  the  presence  o f  a 
m i l i t a r y  i n s t a l l a t i o n .  T inker  Air  Force Base, in f lu en ces  the  r e l i a b i l i t y  o f  
the  FHA s t a t i s t i c s  as  a s igna l  o f  neighborhood change.  For t h i s  reason ,  the  
da ta  used here a re  def ined  as government-insured  loan a c t i v i t y  and inc ludes  
both FHA and VA loans .  Thus,  the  d i s t r i b u t i o n  o f  government-insured  loans 
by census  t r a c t s  was examined f o r  Oklahoma City  and th e  surrounding 
m u n i c i p a l i t i e s  (Map 10).
Government-insured loans  were unevenly d i s t r i b u t e d  over the  metro­
p o l i t a n  a r e a .  FHA and VA loan da ta  was a v a i l a b l e  f o r  only 76 census t r a c t s ,  
15 census t r a c t s ,  o r  9 .0  p e r c e n t ,  r ece ived  no government-insured  loans .  
T h i r t y - s i x  census t r a c t s ,  o r  21.6%/ had l e s s  than 10 p e rcen t  o f  t h e i r  
mortgages insured through th e  government,  b r ing ing  to  30.5 percen t  o f  the 
census t r a c t s  with 10 p e rcen t  o r  l e s s  government-insured  mortgages.  Of the  
remaining census t r a c t s ,  25 census t r a c t s  rece ived  over 50 percen t  govern­
ment- in sured  loans .
®Government-insured mortgage a c t i v i t y  inc reased  from a meager 1.3 
pe rce n t  o f  the  t o t a l  d o l l a r s  loaned in  1976 to  14.0 p e rcen t  by the  end of  
1979. During the  same p e r io d ,  home improvement loans experienced  a gradual  
increment  to  5.7 pe rcen t  from 5 .0  p e rc e n t .  The small pe rcentage  o f  loans 
a l l o c a t e d  to  home improvement i s  no t  s u f f i c i e n t  to  warran t  s ep a ra te  
a n a l y s i s .  A t e n t a t i v e  a n a l y s i s  r e v e a l s  t h a t  those  census t r a c t s  with the 
l a r g e s t  amount o f  t h e se  loans  a re  found in the  H er i tage  H i l l s  H i s to r i c  
P re s e rv a t io n  D i s t r i c t  in Oklahoma C i ty  and throughout the  suburban census 
t r a c t s .
MAP 10:
Oklahoma City Urbanized Area
RECIPIENTS OF GOVERNMENT ISSUED 
MORTGAGED LOANS
1976-1979
Source: Federal Home Loan Mortgage Disclosure Act.
See Inset
1970 CENSUS TRACTS
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Comparat ively,  in the  c e n t r a l  c i t y  only e ig h t  census t r a c t s ,  or  
13.8 p e r c e n t ,  did not  r ece ive  a government-insured loan ,  whi le  nine census 
t r a c t s ,  held a s im i l a r  s t a t u s  in the  suburban a r e a s .  Of the census t r a c t s  
rec e iv in g  over 50 percen t  government- insured lo a n s ,  20.7 percen t  a re  loca ted  
in Oklahoma Ci ty .  This compares to  11.9  percent  in the  suburban a r e a s .  Only 
12.1 pe rcen t  o f  the inne r  c i t y  t r a c t s  rece ived  l e s s  than 10 percent  
government-insured mortgages,  compared to  26.6 percen t  in the  suburban 
l o c a l i t i e s .
Recip ien ts  of  government-insured  mortgages (Map 10) a re  s i t u a t e d  
in Oklahoma City and the  census t r a c t s  immediately ad j a c e n t  to  Oklahoma 
C i ty  in the  n o r th e a s t e rn ,  e a s t e r n ,  and southwestern s e c to r s  o f  the  metro­
p o l i t a n  a r e a .  The census t r a c t s  r ece iv ing  the  l a r g e s t  percentage o f  
government a s s i s t a n c e  a re  found in those  census t r a c t s  l o c a te d  n e a r e s t  the 
CBD. o f  Oklahoma Ci ty .  There i s  v i r t u a l l y  no government-insured a c t i v i t y  in 
the  northwes tern  s e c to r  o f  the  Oklahoma City m e t ropo l i t an  a r e a .
An Analys is  o f  Mortgage Lending P a t t e rn s
Many agenc ies and groups involved with the problem o f  d is inves tment  
use a d o l l a r s  loaned per c a p i t a  index as a measure o f  mortgage d e f i c i e n c y .  
Some agencies  de f ine  census t r a c t s  as  mortgage d e f i c i e n t  a rea s  where new 
mortgage lending was below $250 per c a p i t a  or  roughly 50 percen t  o f  the 
average d o l l a r s  loaned per  c a p i t a .  To p inpo in t  d i s in v e s tm e n t ,  a more 
s e n s i t i v e  c r i t e r i o n  i s  needed because many areas  have few mortgages because 
they  a re  predominantly i n d u s t r i a l  o r  commercial in c h a r a c t e r .  Furthermore,  
the  use o f  d o l l a r s  loaned b ia s s e s  the  index a g a in s t  cheap housing a r e a s .
This i s  e s p e c i a l l y  noteworthy in  o ld e r  neighborhoods with lower housing
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v a lu a t io n s  and low lo a n - t o - v a lu e  r a t i o s  (Richardson and Gordon, 1979).
Writ ing on the c r i t i c a l  d e f e c t s  o f  a d o l l a r s  loaned per c a p i t a
index,  Richardson and Gordon (1979, pp. 26-27) remark:
. . . F i r s t ,  i t  does not  a d j u s t  f o r  the  v a r i a t i o n  in the  
number o f  households among census t r a c t s ,  which makes 
i t  e s p e c i a l l y  v u ln e ra b le  when land uses a r e  predominantly 
n o n - r e s i d e n t i a l . Secondly,  i t  t akes  no account  o f  the  
housing tenu re  d i s t r i b u t i o n ,  i . e . ,  v a r i a t i o n s  in the  
r e l a t i v e  share o f  owner-occupied and ren ted  dwel l ing  
u n i t s .  Many r e s i d e n t i a l  census t r a c t s  con ta in  mainly 
apar tments ,  so t h a t  a s in g le  family dwel l ing  loans per  
c a p i t a  index might i n d i c a t e  mortgage d e f i c i e n c y  where 
none was p r e s en t .  Most s e r io u s  o f  a l l ,  th e  loans per  
c a p i t a  index does not s t a n d a rd i z e  f o r  d i f f e r e n c e s  in 
demand c ond i t ions  among census t r a c t s .  I t  i s  well known 
t h a t  income i s  the  most powerful de te rm inan t  o f  housing 
demand, whi le per  c a p i t a  income l e v e l s  d i f f e r  widely 
among census t r a c t s .  The in c lu s io n  o f  income e f f e c t s  
recognizes  t h a t  i t  i s  e f f e c t i v e  demand which counts in 
measuring th e  demand f o r  owner-occupied houses.
The demand f o r  home loans  w i l l  be lower in low-income neighborhoods,  
while  household incomes wil l  be lower among households with  m in o r i t y ,  aged 
or  female heads. The absence o f  loans in a poor m in o r i ty  a rea  might be 
evidence o f  d i s in v e s tm e n t ,  but  an a l t e r n a t i v e  exp lana t ion  may be simply the  
absence of  c red i tw or thy  loan a p p l i c a t i o n s .  The two f a c t o r s  may o pera te  s im ul­
ta neous ly .  I t  i s  impor tant  to  s e p a ra t e  ou t  t h e i r  ind iv idua l  e f f e c t s .
Richardson and Gordon (1979) argue t h a t  in d i c e s  o f  mortgage 
d e f i c i e n c y ,  such as t o t a l  d o l l a r s  loaned per c a p i t a ,  a r e  suspec t  because 
they f a i l  to take  account  o f  v a r i a t i o n s  in e f f e c t i v e  demand, the product  of 
poverty  and economic i n e q u a l i t y .  They propose a mortgage d e f i c i e n c y  index 
which i s  des igned to  i d e n t i f y  the  s i g n i f i c a n t  de te rm inan ts  o f  m e t ropo l i t an  
census t r a c t  v a r i a t i o n  in t o t a l  mortgage d o l l a r s  loaned fo r  Los Angeles. 
Formally, t h i s  i s  def ined  as fo l lows:
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Total  $ loaned
MDI = Number o f  households x median fami ly  income x 
percentage o f  households in owner occupancy.
The lower income a reas  in Oklahoma Ci ty  i t s e l f  and a d jo in ing  
s o u th eas te rn  s e c t o r s  o f  the m e t ro p o l i t a n  area  sugges t  t h a t  the se  a r e a s  might 
be p o s s i b l e  l o c a t io n s  o f  d i s in v e s tm e n t .  In th e se  a reas  i t  i s  hypothesized 
t h a t  t h e r e  should be a d i r e c t  r e l a t i o n s h i p  between the v a r i a b l e s  l i s t e d  above 
and t o t a l  d o l l a r s  loaned in mortgages.  To de termine  i f  such a d i r e c t  
r e l a t i o n s h i p  e x i s t s  the  Richardson and Gordon Mortgage Def ic iency Index was 
app l ied  to  d i s c o v e r  how respons ive  mortgage lending  i s  to  income, th e  number 
o f  households,  and owner occupancy.  The r e g re s s io n  c o e f f i c i e n t s ,  when 
i n t e r p r e t e d  as e l a s t i c i t i e s ,  would i n d i c a t e  which v a r i a b l e s  a re  s i g n i f i c a n t  
de te rminan ts  o f  v a r i a t i o n s  in t o t a l  d o l l a r s  loaned.
Subsequen tly ,  the  MDI was t e s t e d  and mapped f o r  the  Oklahoma Ci ty  
m e t ro p o l i t an  a r e a .  By c o n t r a s t  with t h e  Los Angeles s tudy ,  the  t h r e e  
denominator  v a r i a b l e s  (income, the  number o f  households,  and the owner 
occupancy share )  were a l s o  reg re s sed  a g a i n s t  d o l l a r s  loaned a t  two l e v e l s :  
the  m e t ro p o l i t an  a rea  and the  i n t r a - m e t r o p o l i t a n  l e v e l . ^
At th e  m e t ro p o l i t an  l e v e l ,  t h e  degree of  a s s o c i a t i o n  between the 
v a r i a b l e s  c o n s t i t u t i n g  the  Mortgage D ef ic iency  Index a re  determined by 
performing a r e g r e s s io n  a n a l y s i s .  The r e s u l t s  of  t h i s  a n a l y s i s ,  summarized 
in Table 7,  i n d i c a t e  t h a t :
1. mortgage lending  in census t r a c t s  i s  p r im a r i ly  re spons ive
to  income, but  the  degree  of  r e spons iveness  d e c l in e s  between 1976 and 1979;
2. owner occupancy i s  n e g a t iv e ly  r e l a t e d  to  mortgage l e n d in g ,  and;
7fhe i n t r a - m e t r o p o l i t a n  le ve l  i s  s epa ra ted  in to  the Oklahoma Ci ty  
census t r a c t s  and the  census t r a c t s  o f  the  suburban m u n i c i p a l i t i e s ,  
excluding Norman.
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TABLE 7
RESULTS OF REGRESSION ANALYSIS FOR THE METROPOLITAN AREA^
Year Income
Number of  
Households
Owner
Occupancy R^ F-Value
1976 +7.26 +0.38 -1 .36 0.43 21.85
1977 +6.81 +0.55 -1.07 0.45 23.55
1978 +4.70 +0.45 -0.68 0.31 13.03
1979 +3.43 +0.37 -0.53 0.25 9.73
NOTES: N = 125 census t r a c t s ,  OF = 3.
^Analysis  computed by S t a t i s t i c a l  Analys is  System (SAS) General
L inear  Model (GLM) procedures .
3. the  exp lana to ry  power o f  t h e se  v a r i a b l e s  d e c l in e s  s i g n i f i ­
c a n t l y  dur ing  the  s tudy per iod .
The I n t r a -M e t ro p o l i t a n  Level 
M etropo l i tan  Oklahoma City  was then d iv ided  in to  a cen t r a l  c i t y -  
suburban dichotomy by d i sagg rega t ing  the  census t r a c t s  in to  two groups:
Oklahoma City  i t s e l f  and the  suburbs (See Figure 1).® This s p a t i a l  d i v i s i o n
i s  used here f o r  t h r e e  reasons :  f i r s t ,  i t  cor responds to  e x i s t i n g
j u r i s d i c t i o n a l  d i v i s i o n s ,  p a r t i c u l a r l y  f o r  urban po l i cy  and planning m a t t e r s ;  
second,  the  dichotomy approximates,  c rude ly  perhaps ,  the  b i f u r c a t i o n  between 
th e  c e n t r a l  c i t y  and suburbs d i scussed  f r e q u e n t ly  in the  urban l i t e r a t u r e  and 
i m p l i c i t  in the  d e f i n i t i o n  o f  urban d i s inve s tm en t ;  and t h i r d ,  because t h i s
Bfhe dichotomy app l ied  here between o ld e r  urban and newer suburban 
communities f o r  m e t ropo l i t an  Oklahoma City  may not  r e f l e c t  comple te ly the 
dichotomy as conceived in the l i t e r a t u r e .  The l a rg e  s i z e  o f  the c i t y  i t s e l f  
has fo rced  those working in a p lann ing- in fo rm at ion  c a p a c i ty  in the c i t y  to
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study i s  i n t e r e s t e d  in determining to  what e x t e n t  d i f f e r e n t i a l  lo c a t io n a l  
comparat ive advantages a re  ope ra t ing  to  in f luence  the s p a t i a l  p a t t e r n  of  
mortgage lending .
A c o r r e l a t i o n  a n a ly s i s  was performed to  d i scove r  i f  t h e r e  a re  any 
d i f f e r e n c e s  in  the  degree o f  a s s o c i a t i o n  between mortgage lending  and the 
level  o f  household income, home ownership,  and the number o f  owner occupied 
households w i th in  and between the  c e n t r a l  c i t y  and suburban census t r a c t s  
(Table 8 ) .  The r e s u l t s  sugges t  t h a t :
1. mortgage lending  i s  a s s o c ia t e d  p o s t iv e ly  with a l l  t h r e e
TABLE 8
RESULTS OF CORRELATION ANALYSIS FOR CENTRAL CITY 
AND SUBURBAN CENSUS TRACTS, 1976-1979^
Total Dolla rs
Location 1976 1977 1978 1979
Cent ral  City
Income +0.56 +0.70 +0.60 +0.62
Owner occupancy +0.32 +0.39 +0.50 +0.44
Number o f  households +0.14 +0.27 +0.50 +0.69
N = 51
Suburbs
Income +0.42 +0.36 +0.32 +0.18
Owner occupancy -0 .08 -0 .07 -0.11 +0.13
Number of  households -0 .07 -0 .00 +0.04 +0.10
N = 74
^All c o r r e l a t i o n s  a re  with  t o t a l  d o l l a r s  loaned by census t r a c t .
advance a typology which c o r r e l a t e s  with the  dichotomy employed in  t h i s  
a n a l y s i s .
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v a r i a b l e s  in the c e n t r a l  c i t y  more so than the suburbs;  and
2. in the  suburbs mortgage lending i s  ne g a t iv e ly  c o r r e l a t e d  
with owner occupancy and the number o f  households ( f o r  the yea rs  1976 to 
1978).
A reg re s s io n  a n a l y s i s  was then performed to  determine  the  ex ten t  
to  which the v a r i a b le s  a re  r e l a t e d  (Table 9) .  The r e s u l t s  vary somewhat from 
those  obta ined  a t  the m e t ro p o l i t a n  l e v e l .  They show t h a t :
1. mortgage lending i s  respons ive  to  income in th e  c e n t r a l  c i t y  
and the suburbs but only in 1976 and 1977;
2. the  number of  households v a r i a b l e  o f f e r s  l i t t l e  exp lanato ry  
s i g n i f i c a n c e  in the c e n t r a l  c i t y  (perhaps due to  an inc re ase  in m u l t i ­
fami ly  u n i t s ) ,  y e t  i t  remains impor tan t  in the  suburbs;
3.  the  v a r i a b l e  o f  owner occupancy i s  r e l a t e d  n e g a t iv e ly  to  
t o t a l  d o l l a r s  loaned in the  c e n t r a l  c i t y  and suburbs f o r  1976 and 1977; 
but i t  i s  r e l a t e d  ne g a t iv e ly  in the  suburbs f o r  1978 and 1979; and
4. in the c e n t r a l  c i t y  the  amount o f  v a r i a t i o n  accounted f o r  by 
t h e s e  v a r i a b l e s  i s  g r e a t e s t  with  income being the  most s i g n i f i c a n t  f a c t o r ,  
while  in the  suburbs a l l  t h r e e  v a r i a b l e s  a re  s i g n i f i c a n t ,  but the  amount of  
v a r i a t i o n  expla ined  d e c l in e s  over  t ime.
The r e s u l t s  derived  from the  Mortgage Def ic iency Index were then 
p l o t t e d  by census t r a c t  f o r  the  years  1976 to  1979. Maps 11 to  14 presen t  
th e  s p a t i a l  p a t t e rn  a s s o c i a t e d  with  the  a rea s  o f  mortgage d e f i c i e n c y .  This 
p a t t e r n  i n d i c a t e s  t h a t :
1. the  census t r a c t s  d e f i c i e n t  in r e s i d e n t i a l  mortgage money are 
s i t u a t e d  in the  o ld e r  urban core  of  the c i t y  d i r e c t l y  nor th  and south of  the
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TABLE 9
RESULTS OF MULTIPLE REGRESSION ANALYSIS AT THE INTRA­
METROPOLITAN LEVEL FOR CENTRAL CITY AND SUBURBAN 
CENSUS TRACTS BY TOTAL DOLLARS LOANEOl
Year Income
Number o f  
Households
Owner 
Occupancy r2 F-Value PR >F
Central C ity  Census T rac t s
1976 +8.8* +0.18 -1 .38* 0.49 6.52 0.003
pr > t  = (0.0005) pr >t  = (0 .71) p r > t  = (0 .09)
1977 +7.2* +0.62 -0 .70  0.48 6.24 0.004
p r > t  = (0 .002) pr  >t  = (0.20) p r > t  = (0.35)
1978 +3.5* +0.54 +0.85 0.50 6.83 0.002
p r > t  = (0 .07) pr > t  = (0.22) p r > t  = (0 .22)
1979 +3.05* +0.68* +0.49 0.48 6.32 0.003
p r > t  = (0.07) pr  > t  = (0.07) p r > t  = (0 .40)
Suburban Census T rac ts
1976 +6.6* +0.37* -1.34* 0.32 9.6 0.001
p r > t  = (0.0001) pr > t  = (0.06) p r > t  = (0.001)
1977 +5.5* +0.50* -1.03* 0.30 8.93 0.001
p r > t  = (0.0001) pr > t  = (0 .003) p r > t  = (0.004)
1978 +3.8* +0.40* -0.87* 0.21 5.62 0.001
p r > t  = (0.0002) pr > t  = (0 .009) p r >  t  = (0.006)
1979 +2.5* +0.30* -0 .65*  0.15 3.84 0.01
p r >  t  = (0.003) pr > t  = (0.02) p r >  t  = (0.01)
NOTES: Central  C i ty  Census T r a c t s :  N = 23 census t r a c t s ;  DF = 3.
Suburban Census T r a c t s :  N = 65 census t r a c t s ;  DF = 3.
^Analysis  computed by us ing S t a t i s t i c a l  Analys is  System GLM 
package. Values in paren theses  a r e  p r o b a b i l i t i e s  t h a t  the  c o e f f i c i e n t s  
equal z e ro .  C o e f f i c i e n t s  marked with  * a r e  s i g n i f i c a n t  a t  the  .90 l e v e l .
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CBD;
2. loca ted  in the newer suburban census t r a c t s  almost in a 
complete c i r c l e  around the o ld e r  core a re a s  a re  found mortgage d e f i c i e n t  
census t r a c t s ;
3. those  census t r a c t s  which a re  exper ienc ing  a reasonably  high 
le ve l  o f  mortgage lending  a c t i v i t y  a re  lo c a ted  in the  northweste rn  s e c t o r  on 
the  boundary o f  the m e t ropo l i t an  a r e a ;
4. during 1976 and 1979 t h e r e  was an a rea  w i th in  the o ld e r  urban 
core  ad j a c e n t  to  the  CBD which inc reased  in s i z e  and a p p a re n t ly  experienced  
an inc re ase  in the leve l  o f  mortgage a c t i v i t y .
Discussion  and Summary
I f  permi t t ed  to  conce ive o f  mortgage d e f i c i e n t  a re a s  as i n d i c a t o r s  
o f  d i s in v e s tm e n t ,  then the  s p a t i a l  a n a l y s i s  sugges ts  t h a t :
1. d is inves tm en t  i s  ex tending  beyond the  o ld e r  urban p a r t  o f  
Oklahoma C i ty  in to  the  newer suburban m u n i c i p a l i t i e s  o f  m e t ropo l i t an  Oklahoma 
C i ty ;
2. w i th in  Oklahoma C i ty  i t s e l f ,  t h e r e  i s  developing an a rea  to  
the  northwes t  o f  the  CBD, and ano ther  in southern  Oklahoma C i ty ,  which,  over 
t im e ,  has inc reased  in s i z e  while a l s o  exper ienc ing  what seems to  be an 
inc reased  leve l  o f  mortgage lending a c t i v i t y ;
3. while s t a t i s t i c a l l y  lending  a c t i v i t y  i s ,  in g e n e ra l ,  more 
respons ive  to  c e n t r a l  c i t y  r a t h e r  than suburban income l e v e l s ,  when the  a reas  
o f  mortgage d e f i c i e n c y  a re  mapped, the  l o c a t io n a l  p a t t e r n  tends  to  suggest  
t h a t  th e r e  a re  o th e r  f a c t o r s  opera t ing  to  in f lu en ce  i n s t i t u t i o n a l  dec i s ions  
r egard ing  who are  mortgage loan r e c i p i e n t s ,  and
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4. w i th in  m e t ro p o l i t an  Oklahoma City  lending o f f i c i a l s  favor both 
new suburban communities and a few s e l e c t e d  o ld e r ,  inner  c i t y  neighborhoods.
The pub l ic  and p r i v a t e  dimensions deserve  some c o n s id e r a t i o n .  At 
p r e s e n t ,  Oklahoma City i s  encouraging the formation o f  neighborhood 
p re s e rv a t io n  d i s t r i c t s ,  l i k e  H er i tage  H i l l s ,  which may in f luence  f u r t h e r  the 
d i r e c t i o n  and spread o f  r e v i t a l i z a t i o n .  The a n a l y s i s  provided here in 
sugges t ing  t h a t  d i s inve s tm en t  extends in to  the  newer suburban communities 
r a i s e s  the  p o s s i b i l i t y  t h a t  the  newer suburban communities may, i f  they do 
not  a l r e a d y ,  d e s i r e  the  enactment of  s im i l a r  l e g i s l a t i o n ,  f o r  t h e i r  
m u n i c i p a l i t i e s  in  o rder  to  a t t r a c t  g r e a t e r  amounts o f  mortgage funds.
Whether o r  not  t h i s  occurs remains to  be seen.  The implementat ion o f  
p o l i c i e s ,  l i k e  neighborhood p r e s e r v a t i o n ,  probably w i l l  encourage lending 
i n s t i t u t i o n s  to  p a r t i c i p a t e  in th e  r e v i t a l i z a t i o n  o f  o ld e r  urban ne ighbor ­
hoods. I n d i r e c t l y  t h i s  p o l i t i c a l  a c t io n  may be i n f l u e n t i a l  as  a determinant  
o f  mortgage lending  a c t i v i t y ,  and subsequently  a f a c t o r  r e s p o n s ib le  f o r  the  
s p a t i a l  p a t t e r n  of  investment and d is inves tm en t .
C u r re n t ly ,  savings  and loan a s s o c i a t i o n s  as well as o th e r  lending 
i n s t i t u t i o n s  a re  expanding t h e i r  market  a rea s  to  acqu i re  new suburban 
d e p o s i t s  while they  a re  a l s o  con t inu ing  to  acqu i re  c e n t r a l  c i t y  d e p o s i t s .  
P r i n c i p a l l y  the  geographical  p a t t e r n  i n d i c a t e s  those  areas  which lenders  
might cons ide r  f o r  f u tu r e  investment.  I n d i r e c t l y  the  r e s u l t s  could a l s o  be 
o f  a s s i s t a n c e  in  the  d ec i s io n  o f  where to  l o c a t e  new savings  and loan and 
bank branch o f f i c e s .  In a l l  l i k e l i h o o d  d i f f e r e n t  land use a c t i v i t i e s  in 
c i f f e r e n t  newer suburban communities as  well as  w i th in  the o ld e r ,  urban 
a rea s  of  Oklahoma City a re  in compet i t ion  f o r  mortgage funds .
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The a n a ly s i s  o f  the  s p a t i a l  p a t t e rn  o f  m e t ropo l i tan  Oklahoma City  
mortgage lending extends the re sea rch  o f  e a r l i e r  s tu d ie s  demonstrat ing t h a t  
the MDI i s  a usefu l  i n d i c a t o r  of  the s p a t i a l  p a t t e r n  of  d i s inve s tm en t .  In 
t u r n ,  t h i s  s p a t i a l  p a t t e rn  may be i n d i c a t i v e  o f  o th e r  de terminan ts  o f  r e d ­
l i n i n g .  Some simple s p a t i a l  (and temporal)  a s s o c i a t i o n s  founded on the  
d i s c l o s u r e  da ta  and census da ta  a re  not  s u f f i c i e n t  to  a s s e s s  the impact of  
r e d l i n i n g . 9 Fur ther  a n a l y s i s  i s  requ i red  to i d e n t i f y  the  p a t t e rn  of  actual  
d i s c r i m i n a t i o n ,  to  d i f f e r e n t i a t e  ac tua l  from perce ived  r i s k ,  and to  d i sce rn  
the degree to  which lending p o l i c i e s  a re  e i t h e r  the r e s u l t ,  or  the cause ,  o f  
r e d l i n i n g .
Aware o f  the  t e n t a t i v e  n a tu re  of  th e se  f i n d i n g s ,  i t  i s  b en e f i c ia l  
to  lo c a t e  the a n a l y s i s  o f  mortgage lending a c t i v i t y  and r e d l i n in g  wi th in  a 
wider t h e o r e t i c a l  framework than i s  provided by the  l i t e r a t u r e  reviewed in 
Chapter  I I .  This would a l so  a s s i s t  in  the  d e l i n e a t i o n  o f  da ta  and 
ap p l i c a b l e  techniques  necessary  to  provide  a more comprehensive assessment 
o f  the  r e d l i n in g  phenomenon, i t s  de te rm ina n ts ,  and i t s  impact on m e tropo l i tan  
economic growth,  neighborhood change,  and land use development.
^Future analyses  must i n v e s t i g a t e  the  urban-suburban dichotomy and 
propose a s c i e n t i f i c  typology which c o r r e l a t e s  with t h a t  proposed in the 
l i t e r a t u r e .  The l a rg e  land area  o f  Oklahoma City  i t s e l f  has made i t  necessary  
to  apply a dichotomy which i s  comparable to  what i s  used in  the urban sc ience  
l i t e r a t u r e .  A more complex typology may be more a p p l i c a b l e  depending on the 
na tu re  o f  the r e sea rch .  C e r t a in ly  some e f f o r t  i s  r equ i re d  to  e s t a b l i s h  a 
typology f o r  urban a rea s  which can be used in a more general  f ash ion  to 
u n i t e  theory  with p r a c t i c e .  In t h i s  sense ,  the  s p a t i a l  d e l i n e a t i o n  o f  an 
urban-suburban dichotomy does not f i t  many r e l a t i v e l y  young c i t i e s  l i k e  
Oklahoma Ci ty .
THE FORM OF THE PROCESS OF RESIDENTIAL 
DISINVESTMENT: TOWARDS A CRITICAL
GEOGRAPHIC MODEL
CHAPTER IV 
I n t ro d u c t io n
The Oklahoma City s tudy  presen ted  in Chapter  I I I  p rovides  a 
d e s c r i p t i o n  o f  the p a t t e r n  o f  home mortgage lending in one m e t ropo l i t an  
a r e a .  What i s  observable  and d i r e c t l y  r e l a t e d  t o  land does not f u l l y  
exp la in  t h i s  p a t t e r n .  The s p a t i a l  p a t t e r n  e n t a i l s  a number o f  unobservable 
p rocesses  and phenomena as w e l l .  The t r a d i t i o n a l  l i t e r a t u r e  reviewed in 
Chapter  II  provides  some p a r t i a l  exp lana t ions  f o r  the observable  f e a t u r e s .  
The c r i t i c a l  p e r s p e c t iv e  which i s  descr ibed  and app l ied  in t h i s  chap te r  
o f f e r s  some i n s i g h t  in to  the unobservab le  a spec t s  o f  the s p a t i a l  p a t t e r n  and 
the  processes  under ly ing  i t .
During the  p as t  decade th e r e  has developed a body o f  c r i t i c a l  
soc ia l  the o ry .  The Marxist  l i t e r a t u r e  on the p o l i t i c a l  economy i s  only one 
component o f  t h i s  r e s e a r c h .  A second approach emphasizes the  i n s t i t u t i o n a l  
fo rce s  which in f luence  s p a t i a l  form and process .  Each pe r s p e c t iv e  prov ides  
a unique t h e o r e t i c a l  i n t e r p r e t a t i o n  o f  the  e x i s t i n g  s o c i a l ,  economic and 
p o l i t i c a l  empirica l  ev idence.  An apparen t  convergence of  o b j e c t i v e s  occurs
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with e f f o r t s  to show how the  soc ia l  m i l ieu  in f lu e n c e s  personal  a c t i v i t i e s  
through i n s t i t u t i o n s  and the  r e i f i c a t i o n  o f  so c ia l  va lues  as personal  
m o t iva t iona l  f o r c e s .  Such may be the  case with the  va lue  o f  homeowner- 
sh ip .
The c r i t i c a l  p e r s p e c t iv e  i s  e s p e c i a l l y  profound f o r  those  i s sues  
where th e  use o f  p r i v a t e  and pub lic  s e c t o r  funds i s  a s e n s i t i v e  p o l i t i c a l  
and economic concern .  E f f o r t s  to  exp la in  the  s p a t i a l  p a t t e r n  a s s o c ia t e d  
with mortgage lend ing in the  Oklahoma City m e t ro p o l i t an  a rea  f a l l s  in t h i s  
p u b l i c - p r i v a t e  sphere .  To d a t e ,  no cogent  c r i t i c a l  th e o ry  o f  housing- 
f i n a n c e ,  d i s in v e s tm e n t ,  o r  the  connec tions  between them i s  a v a i l a b l e .  In 
t h i s  c h a p t e r ,  the  focus o f  a t t e n t i o n  i s  t h e  case  o f  a s c e r t a i n i n g  what 
concepts  and r e l a t i o n s h i p s  a re  im por tan t ,  and how t h e s e  might be t e s t e d  
e m p i r i c a l l y  in th e  f u t u r e .
Frequen tly  th e  l i t e r a t u r e  i s  confus ing in p a r t  because o f  a 
d i f f e r e n t  vocabulary .  There i s ,  however, ano the r  reason .  C r i t i c a l  theory  
i s  not  on ly  i n t e r e s t e d  in  th e  observab le  and q u a n t i t a t i v e  a s p ec t s  o f  
r e a l i t y .  Concern i s  to  unders tand  th e  form o f  behav ioral  p ro c e s s e s ,  o r  
how and why behaviors  change.  To help c l a r i f y  m a t t e r s ,  some f r e q u e n t ly  
used concepts  a r e  def ined  in the  f i r s t  s e c t i o n .  Sec t ion  two summarizes the  
c r i t i c a l  p e r s p e c t iv e  on housing and f in a n c e .  The t h i r d  s e c t i o n  proposes 
some connec tions  between th e  form o f  the  hous ing- f inance  process  and 
d is inves tm en t  behav ior .  The f i n a l  s e c t i o n  examines th e  methodological  
im p l ic a t io n s  o f  t h e  proposed conceptual  s t r u c t u r e .
Some Pre l im ina ry  Concepts and D e f in i t i o n s
The d e s c r i p t i o n  o f  the  housing f inance  process  and the  geograp- 
ica l  na tu re  o f  d is inves tm en t  behavior ,  proposed in the  fol lowing s ec t io n
93
i s  b u i l t  on c e r t a i n  concepts  and a p a r t i c u l a r  view o f  r e a l i t y .  Some 
comment on th e s e  two a sp ec t s  o f  c r i t i c a l  reasoning as app l ied  in the 
proposal i s  in o rd e r .
An e s s e n t i a l  concept  i s  the  dual form o f  value which d i s t i n g u i s h e s  a 
use from an exchange va lue (Harvey, 1973). For i n s t a n c e ,  a house possesses  
simul taneously  a use va lue as a p lace  in which to  l i v e  and an exchange 
value  as a commodity t h a t  can be t r a d e d ,  d i r e c t l y  o r  i n d i r e c t l y ,  f o r  o th e r  
commodities (Rhind and Hudson, 1980).^
The dual value form, though,  i s  hard ly  novel .  Economists have 
drawn the  d i s t i n c t i o n  between use and exchange va lue .  T r a d i t i o n a l l y  they 
do not  apply  i t  t o  d i s t i n g u i s h  between products  and commodit ies ,^ o r  use i t
l v a lu e  theo ry  in c l a s s i c a l  economics i s  formulated  f o r  two 
reasons .  One purpose i s  to  show t h a t  no t  a l l  goods which possess a use-  
value command an exchange-value .  The l a t t e r  a re  determined  by the  r a t i o  o f  
a product  to  money p r i c e ,  r a t h e r  than by the  r e l a t i v e  ease  by which i t  can 
be produced. Wealth then i s  measured in  terms o f  a v a i l a b i l i t y  ( i . e . ,  quan­
t i t y )  and a c c e s s i b i l i t y  ( i . e . ,  d i s t a n c e )  to  the  most valued  p roduc ts .  The 
r a t e  of  c a p i t a l  accumulat ion i s  dependent ,  however, on th e  q u a n t i t y  of  
income expended toward producing more goods,  or  on o t h e r ,  non-product ive  
( i . e . ,  non-commodity) uses ( e . g . ,  l and ,  home).
A second o b j e c t i v e  i s  to  l i n k  the  q u es t ion  o f  who re c e iv e s  income 
with how expend i tu re s  a r e  made to  demons trate the  in te rdependen t  n a tu re  o f  
va lue ,  c a p i t a l  accumula t ion ,  and d i s t r i b u t i o n .  P r i c e s  a r e  der ived  from 
l a b o r ,  l a n d ,  and c a p i t a l  in p u t s .  But t h e r e  i s  ambigui ty  over the  e x t e n t  to  
which l a b o r  i s  the  measure,  o r  the  cause ( i . e . ,  source)  o f  va lue .  Depending 
on which o f  th e se  two p o s s i b i l i t i e s  i s  chosen,  the  meaning of  p r o f i t  i s  
i n t e r p r e t e d  d i f f e r e n t l y .
^There i s  an importan t  d i s t i n c t i o n  which must be made here  between 
the concepts  o f  p roduct  and commodity. All economies produce p roduc ts ;  
only in c a p i t a l i s m  do products  take  the  form o f  commodit ies . Commodities 
a re  produced main ly ,  i f  not  e n t i r e l y ,  f o r  exchange.  Both products  and 
commodities have use va lue ;  only commodities have exchange va lues .  In a 
s u b s i s t e n c e  economy, producers  produce f o r  t h e i r  own consumption.  In 
c a p i t a l i s m ,  a l l  p roduction  i s  f o r  exchange.  Products  embody d i f f e r e n t  kinds 
o f  l a b o r ,  f o r  example,  the  s p e c i f i c  l a b o r  o f  a t a i l o r ,  o r  a c a r p e n te r .  When 
they a re  exchanged as commodit ies , r e l a t i v e  value r a t i o s  a re  e s t a b l i s h e d  
which make th e se  s e p a r a t e  products  f r e e l y  t rans fo rm ab le  in t o  one an o th e r .  A 
coa t  becomes a t a b l e  which becomes a machine,  s in c e  they  a l l  exchange a t  
de te rm ina te  r a t i o s .  The s p e c i f i c  l a b o r  (and workmanship) i s  s t r i p p e d  away, and
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to d e r iv e  l o c a t io n a l  r e n t . 3 Nor a re  they i n t e r e s t e d  with what i s  occurr ing  
i m p l i c i t l y  w i th in  the production and consumption o f  commodities rep resen ted  
by the  t r a n s l a t i o n  o f  use va lues  in to  exchange v a l u e s . 4
r a t i o s  a re  determined in r e l a t i o n  to  an a b s t r a c t  o f  u n d i f f e r e n t i a t e d  labor.  
What determines  the r a t i o  i s  the amount o f  s o c i a l l y  necessary  labor  time 
requ i red  to  produce one commodity r e l a t i v e  to another  (Desai ,  1980). The 
commodity i s  the  d i r e c t  un i ty  o f  use value and exchange value and a t  the 
same time i t  i s  a commodity only in r e l a t i o n  to  o th e r  commodities. The 
exchange process  o f  commodit ies,  i s  the  rea l  r e l a t i o n  t h a t  e x i s t s  between 
them. This i s  the  soc ia l  process  which i s  c a r r i e d  on by in d iv id u a l s  
independently  o f  one a n o th e r ,  but  they take  p a r t  in i t  only as commodity 
owners (Marx, 1859, pp. 41-43, c i t e d  in Harvey, 1973).
3Marx viewed r e n t  as  con t in g en t  upon mode o f  production  o r  s o c ie ty  
( S c o t t ,  1980). A c a p i t a l i s t  s o c ie ty  i s  d iv ided  in to  two c l a s s e s :  the 
c a p i t a l i s t  c l a s s ,  who own the  means o f  p roduc t ion ,  and the working c l a s s ,  who 
own t h e i r  la b o r  power, t h e i r  c a p a c i ty  to  work. The l a t t e r  s e l l  t h e i r  labor 
to o b ta in  the n e c e s s i t i e s  o f  l i f e .  Over t ime,  the  exchange a ids  the  process 
o f  product ion  g iv ing  r i s e  to  a su rp lu s  va lue  which i s  g r e a t e r  than the 
i n i t i a l  inpu t  o f  la b o r .  The production owners not  only recoup the  c a p i t a l  
advanced to i n i t i a t e  production and pay f o r  l abor  but  a l so  a su rp lus  va lue ,  
the  d i f f e r e n c e  between the  value advanced o r i g i n a l l y  and t h a t  r e s u l t i n g  a t  
the end o f  a p roduction  per iod .  This s u rp lu s  can then be d i s t r i b u t e d  in the 
form o f  p r o f i t s ,  d iv idends ,  r e n t s ,  and so on (Rhind and Hudson, 1980).
Rent i s  one economic form in  which p roper ty  i s  r e a l i z e d .  A 
c a p i t a l i s t  s o c i e t y  needs p roper ty  because o therw ise  th e re  could not  be 
p r i v a t e  ownership o f  the  means o f  p roduc t ion .  Any tax  on p roduc t ion ,  l i k e  
l o c a t io n a l  r e n t ,  i s  a po r t ion  o f  su rp lu s  value which i s  paid in o rde r  to 
main ta in  a lega l  r i g h t  to  own land .  At t h i s  ju n c tu r e  i t  i s  useful  to cons ider  
d i f f e r e n t  c a t e g o r i e s  o f  r e n t  which could a r i s e  in a c a p i t a l i s t  mode o f  
p roduction:  d i f f e r e n t i a l  r e n t ,  monopoly r e n t ,  and abso lu te  r e n t  (see Walker, 
1974).
F i r s t ,  t h e r e  i s  d i f f e r e n t i a l  r e n t .  This a r i s e s  simply from the 
d i f f e r e n c e  between an ind iv idua l  f i r m ' s  product ion  p r i c e  fo r  a commodity and 
the general  product ion  p r i c e  o f  t h a t  commodity in a given sphere o f  produc­
t i o n .  D i f f e r e n t i a l  r e n t  cannot  e n t e r  in to  the  p r i c e  of  produc tion o r  con­
sumption because i t  i s  p a r t  o f  the  excess p r o f i t s  which accrue to  c e r t a i n  
producers  because o f  t h e i r  lo c a t io n .  These can be claimed by landowners in 
the  form o f  r e n t  (Rhind and Hudson, 1980). Harvey (1973, p. 181) summarizes 
thus :
" d i f f e r e n t i a l  r e n t  takes  on i t s  meaning in a r e l a t i v e  space 
which i s  s t r u c t u r e d  by d i f f e r e n t i a l s  in product ive capa c i ty  
a t  d i f f e r e n t  l o c a t io n s  and which i s  in t e g ra t e d  s p a t i a l l y  
through t r a n s p o r t  c o s t  r e l a t i o n s .  D i f f e r e n t i a l  r e n t ,  i t  
seems, cannot be concep tua l ized  withou t  p ro je c t in g  a r e l a ­
t i v e  space.  But d i f f e r e n t i a l  r e n t  i s  c r e a t e d . . . through the 
ope ra t ion  o f  the c a p i t a l i s t  mode o f  production in the
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con tex t  o f  the i n s t i t u t i o n  o f  p r i v a t e  p rop e r ty . "
Monopoly r e n t  a r i s e  when i t  i s  p o s s ib le  to charge a monopoly 
p r i c e  f o r  a commodity; t h a t  i s ,  a p r i c e  independent  of  e i t h e r  the  p r i c e  of  
product ion  or the  value of  the commodity. Harvey argues t h a t  such ren ts  
a r i s e  only through s u b s t a n t i a l  im perfec t ions  in  s p a t i a l  competi t ion .
Absolute r e n t  i s  d i s t i n g u i s h e d  from monopoly r e n t  in  t h a t ,  o f  
i t s e l f ,  i t  gives r i s e  to  a monopoly p r i c e  in c o n t r a s t  to  an independently  
determined monopoly p r i c e  a r i s i n g  from cond i t ions  o f  monopoly w i th in  a 
s e c t o r  o f  p roduc t ion .  One necessary  cond i t ion  f o r  the ex i s t e n c e  o f  abso lu te  
r e n t  i s  some b a r r i e r  to the o v e r - a l l  e q u a l i z a t i o n  o f  the r a t e  o f  p r o f i t  
between s e c t o r  ( e . g . ,  l e g i s l a t i v e  r e s t r i c t i o n s ,  the guarantee o f  a minimal 
r e tu rn  or  f a i r  market value before landowners w i l l  s e l l  t h e i r  land) (Rhind 
and Hudson, 1980).
^Three a l t e r a t i o n s  a re  noteworthy.  F i r s t ,  th e re  i s  the manner by 
which a use value f o r  one person becomes a use value fo r  ano ther :
. . .T h e  commodity i s  a use v a lu e ,  bu t  as a commodity i t  
i s  not a use va lue.  I t  would no t  be a commodity i f  i t  
were a use value f o r  i t s  owners,  t h a t  i s ,  a d i r e c t  means 
of  s a t i s f a c t i o n  o f  h is  own needs.  For i t s  owner i t  i s  
on the con t ra ry  a non-use v a lu e ,  t h a t  i s  merely a phys­
i c a l  depos i to ry  o f  exchange value o r  simply a means of  
exchange.  Use value i s  an a c t i v e  c a r r i e r  of  exchange 
value fo r  i t s  owner only in  so f a r  as i t  i s  an 
exchange value.  The commodity t h e r e f o r e  has s t i l l  to 
become an exchange v a l u e . . . a  use va lue f o r  o th e r s .
Since i t  i s  not  a use value to  i t s  owner, i t  must be a 
use value to  o the r  owners of  commodit ies . I f  t h i s  i s  
not the c a s e ,  then the labour expended on i t  was use­
le s s  labour  and the r e s u l t  accord ing ly  i s  not  a 
commodity (Marx, 1859, pp. 41-43,  c i t e d  in  Harvey,
1973).
Second, to  acqu i re  a use value th e re  must e x i s t  a s p e c i f i c  need which 
r e q u i r e s  a mutual exchange among i n d i v i d u a l s .  As Harvey ( c i t i n g  Marx, 1859, 
pp. 41-43) no te s :
the use values o f  commodities become use values by a mutual 
exchange o f  p laces :  they pass from the hands o f  those f o r  
whom they were a means o f  exchange i n t o  the hands o f  those 
f o r  whom they serve as consumer goods.  Only as a r e s u l t  
o f  the un ive rsa l  a l i e n a t i o n  o f  commodit ites  does the 
labour conta ined  in them become usefu l  l a b o u r   To be­
come use-values  commodities must be a l t o g e t h e r  a l i e n a t e d ;  
they must e n t e r  in to  the exchange p rocess ;  exchange 
however i s  concerned merely with t h e i r  aspec t  as exchange 
va lues .  Hence only by being r e a l i z e d  as exchange values
can they be r e a l i z e d  as use v a l u e s -----
Thi rd ,  t h i s  reduc t ion  o f  products  to  a genera l  value formula hides an 
h i s t o r i c a l  process which:
. . . c o n v e r t s  craftmen in to  the p r o l e t a r i a t  divorced from 
t h e i r  means of  p ro d u c t io n   The process of  d iv i s io n  of
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A Marxian d e r i v a t io n  o f  the  dual value form i s  s i t u a t e d ,  t h e o r e t i ­
c a l l y  w i th in  a conception o f  the  c a p i t a l i s t  mode o f  product ion o r  s o c i e t y .  
Soc ie ty  i s  an unobservable h i s t o r i c a l  c o n s t r u c t  t h a t  i s  endowed with  physical  
p r o p e r t i e s .  I t  can progress  t e m p o ra l ly ,  and have s p a t i a l  exp re s s ion  because 
o f  some c e n t r a l  economic process  ( S c o t t ,  1980).  The in t e r n a l  lo g i c  o f  t h i s  
process  i s  determined by a s e t  o f  i n t e r r e l a t i o n s h i p s ,  giv ing s o c i e t y  an 
appearance s i m i l a r  to  a c losed  system, reproducing  in a s e l f - d e t e r m i n a t e  way 
the c o n d i t io n  o f  i t s  own e x i s t e n c e  and d i s s o l u t i o n .  Comparat ively,  
i n d i v id u a l s  i n t e r a c t  in a v a r i e t y  o f  ways, but always with the  o b j e c t i v e s  
o f  production  and reproduc t ion  o f  t h e i r  own physical  being as well as  t h a t  
o f  s o c i e t y .  In t h i s  way the  p roduc t ion  and consumption o f  the  m a te r ia l  
n e c e s s i t i e s  o f  l i f e  c o n s t i t u t e s  a s o c i a l  process  d i s t i n g u i s h a b l e  by the  
d i v i s i o n  o f  s o c i e t y  in t o  non labore rs  and l a b o r e r s .
The term accumulat ion r e f e r s  to  how a s o c i e t y  c r e a t e s ,  expands,  
and d i s t r i b u t e s  i t s  means o f  economic and s o c ia l  w e l l -b e in g .  The idea goes 
beyond i t s  normal usage in economics because i t  i n c o rp o ra te s  consumption 
p a t t e r n s  ( e . g . ,  neighborhood, pub l ic  f a c i l i t i e s ) ,  the  occupa tiona l  o r d e r ,  
the  o rg a n iz a t i o n  o f  work, and o t h e r  s o c i a l  phenomena. By d e f i n i t i o n ,  process 
o f  accumula t ion assumes the  e x i s t e n c e  o f  some form o f  s o c i e t y  in which 
ind iv idua l  and socioeconomic va lues  ( e . g . ,  p a r t i c u l a r l y  p r o f i t  maximization) 
occupy a p lace  o f  prominence.
F i n a l l y ,  t h e r e  i s  the  neighborhood community. S l i g h t l y  more 
d i f f i c u l t  t o  d e f in e  because common language a p p l i e s  the  phrase  d i f f e r e n t l y .
l a b o r  reduces a p a r t i c u l a r  man to  a p a r t i c u l a r  o p e r a t i o n .
. . . S k i l l  i s  reduced to  common, homogeneous, u n d i f f e r e n ­
t i a t e d  l a b o r ,  the  only  th in g  t h a t  commonly c h a r a c t e r i z e s  
s p e c i f i c  types  o f  l a b o r  i s  t h a t  i t  i s  human la b o r  (D e s a i ,
1980, p. 36).
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Nonetheless ,  here i t  r e f e r s  to  the  i n t e r p e r s o n a l  s o c i a l ,  economic and 
p o l i t i c a l  bonds people bu ild  with one a n o th e r .  I t  can e x i s t  menta l ly  in 
an a p r i o r i  way; but  p h y s i c a l l y  i t  i s  something which i s  slowly c r e a te d  
over t im e ,  and may wax, wane, or  be absen t  a l t o g e t h e r .  A sense o f  ne ighbor­
hood community grows s t ro n g e r  as i t  i s  b u i l t  up over t ime and i s  measured 
in terms o f  such f e a t u r e s  as k in s h ip ,  r e s id en c e  in the  same neighborhood,  and 
shared occupa t ion .
A P e r spec t ive  on C r i t i c a l  Reasoning
A focal  p o in t  f o r  c r i t i c a l  reason ing  i s  th e  form o f  the  behavioral  
processes  under ly ing  a s p a t i a l  form. In t h i s  connec t ion ,  a fundamental 
i s s u e  i s  th e  concept  o f  process  o r  movement i t s e l f ,  the  d i f f e r e n c e s  and 
s i m i l a r i t i e s  among forms and p ro c e s s e s ,  and how they  a r e  observed and 
measured.  As a p p l ied  h e re ,  movement i s  c y c l i c a l  o r  w ave - l ike ,  in  form.
C r i t i c a l  l i t e r a t u r e  sugges ts  t h a t  t h e r e  a r e  observable  l inkages  
between the  cyc les  o f  housing c o n s t r u c t io n  and f i n a n c e ,  as well as r e s i d e n ­
t i a l  land use development,  (Whitehand, 1977; Walker,  1981; Parkes and T h r i f t ,  
1980). E f f o r t s  to  model th e  c y c l i c a l  and dynamic a s p e c t s  of  th e se  l inkages  
have not  been too p l e n t i f u l .  One proposed s t r u c t u r e  i s  the  wave-stage 
model which i s  not  y e t  ope ra t iona l  (Walker,  1981).5  T ra d i t io n a l  s t a t i s t i c a l
®The t h e o r e t i c a l  ex p o s i t io n  o f  the  s tages  o f  urban development 
inc luded  w i th in  a wave/s tage  model i s  i n s t r u c t i v e .  Documented el sewhere i t  
c h a r t s  the  i n t e r a c t i o n  o f  two general  s e t s  o f  fo r c e s  -  d e c e n t r a l i z a t i o n  and 
co n c e n t ra t i o n  and the  cho ices  of  two s e t s  o f  a c t o r s  - consumers-supplie rs  
(Walker, 1981; Gordon, 1980).
C i t i e s  have concen t ra ted  both kinds o f  fo rces  and they  have proven 
usefu l  ( i f  not  always su c c e s s fu l )  in c o n ta in in g  t h e i r  v o l a t i l e  i n t e r a c t i o n s  
(Mollenkopf,  1981).  On the  o th e r  hand,  c i t i e s  c o n c e n t r a te  the  c a p i t a l ,  
workers,  p roduction  technology,  and marketing  o r g a n iz a t i o n .  These agglomer­
a t i o n s  n e c e s s i t a t e  the  c r e a t i o n  o f  a c c e s s i b l e  r e s i d e n t i a l  con ce n t ra t io n s  
( C a s t e l l s ,  1977). On the  o th e r  hand, the  p a r t i c i p a n t s  f o r  whom these  
p rocesses  were paramount sought to  develop a sense o f  neighborhood community
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ana lyses  have been app l ied  with some success but u sua l ly  only when measuring 
cont inuous phenomena (Wilson,  1981; Mishan, 1980; Wilson,  1980).&
One o f  the  major c o n t r i b u t i n g  f a c t o r s  f o r  t h i s  r e l a t i v e l y  low level  of  
success  i s  the  absence o f  a dynamic theory  o f  behavior.  E f fo r t s  designed 
to  address  r e s i d e n t i a l  d i s inves tm en t  behavior must devise  an ap p ro p r ia t e  
dynamic theory  o f  behavioral  process  t h a t  de f ine s  d i f f e r e n t  types o f  
behav ior ,  and accounts f o r  the  form o f  the  behavioral  p ro c e s s (es)  which 
produce a s p a t i a l  form.
Since th e re  may be many behaviora l  processes  o p e ra t in g ,  c r i t i c a l  
t h e o r y ' s  concern i s  to  d i f f e r e n t i a t e  the  mechanism which p r e s c r ib e s  the 
o bservab le  s p a t i a l  form. I m p l i c i t  in the c r i t i c a l  a n a ly s i s  o f  space and 
t ime i s  the  argument o f  d i scon t inuous  o r  r e c u r r e n t  form. For example, th e re  
a re  housing and neighborhood communities which appear to  jump over i n d u s t r i a l  
and commercial land uses ,  and by c o n t r a s t ,  i n d u s t r i a l  and commercial land 
uses t h a t  d i s p l a c e  r e s i d e n t i a l  land uses .  In a d d i t i o n ,  th e re  a re  soc ia l  
problems l i k e  poverty which a re  r e c u r r e n t  h i s t o r i c a l l y .
T ra d i t io n a l  urban theory  argues t h a t  the ques t ion  o f  d i s c o n t i n u i t y  
i s  o f t e n  simply an a s p e c t  o f  d i s e q u i l ib r iu m .  The amount o f  time invo lved ,
among the people and themselves ;  but  t h i s  i s  founded a commitment to  the 
p r e v a i l i n g  r u l e  o f  p ro f i t -m ax im iza t ion .
6The ty p ica l  mode o f  a n a l y s i s  i s  the comparison o f  s t a t i c  s t a t e s ,  
e s p e c i a l l y  by economis ts ,  o r  the comparison o f  s t a t i o n a r y  ergodic  s t a t e s ,  
e s p e c i a l l y  by geographers (Wilson,  1980). Such comparisons suggest  tenden­
c i e s  f o r  movement "toward" a s o lu t io n  over "time" ( i . e . ,  eq u i l ib r iu m ) .  This 
methodology i s ,  however, q u i t e  d i s t i n c t  from a t r u l y  dynamic a n a l y s i s .  The 
te chn iques  o f  comparat ive s t a t i c s  c o n t r a s t  a s e t  o f  i n i t i a l  and f i n a l  condi­
t i o n s ;  but  th e se  make no p re te n se  o f  c o n s id e r in g ,  nor can they be made to 
show, how th e se  c ond i t ions  come in to  being or  can be achieved.  In t h i s  
r e s p e c t ,  the  i n h e re n t ly  dynamic na tu re  o f  the  phenomenon to  be expla ined  i s  
a b s t r a c t e d  from the urban r e a l i t y ;  and while o th e r  c r i t i c a l  ana lyses  endorse 
an h i s t o r i c a l  p e r s p e c t iv e ,  t h i s  only serves  to enhance the ac tua l  s i t u a t i o n  
as i t  i s  ( h i s t o r i c a l l y ,  s o c i a l l y ,  and economically)  determined by the  pas t .
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however, i s  a c ru c i a l  f a c t o r :  how much t ime i s  necessary  to r e - e s t a b l i s h  an 
equ i l ib r ium ? ( S c o t t ,  1980). In a t t a c k i n g  t r a d i t i o n a l  urban a n a l y s e s , the 
c r i t i c a l  pe r s p e c t iv e  argues d i s c o n t i n u i t y  r e f l e c t s  a type o f  soc ia l  
s t a b i l i t y  which i s  the r u l e  r a t h e r  than the  excep t ion .  A bas ic  p ropos i t ion  
i s  t h a t  over time behavioral  p r o c e s s (es)  possess an i n v a r i a n t  form which 
produces a d iscon t inuous  o r  w ave- l ike  s p a t i a l  form on the urban landscape.  
Supplementing the  r e c u r r e n t  s p a t i a l  form hypothesi s  i s  the p ro p o s i t io n  t h a t  
the observab le  s p a t i a l  form o f  the  p rocesses  o f  land use development ( e . g . ,  
i n d u s t r i a l ,  commercial,  and r e s i d e n t i a l )  possess s im i l a r  q u a l i t a t i v e  f e a t u r e s  
because o f  the presence o f  one complex, organized  so c ia l  s t r u c t u r e .  In t u r n ,  
t h i s  soc ia l  form i s  manifes ted through a unique arrangement o f  economic and 
p o l i t i c a l  i n s t i t u t i o n s ,  behaviors and p r a c t i c e s  or  p o l i c i e s .
In the  next  s e c t i o n ,  a conscious  e f f o r t  i s  made to provide a 
t h e o r e t i c a l  framework. This conceptual  s t r u c t u r e ,  however, i s  designed to  
exp la in  how r e c u r r e n t  s p a t i a l  forms with s i m i l a r  q u a l i t a t i v e  f e a t u r e s  could 
emerge on the urban landscape even though th e r e  may be a wide range o f  
environmental cond i t ions  with a c o n s id e r a b le  q u a n t i t a t i v e  ( e . g . ,  s i z e ,  
d i s t a n c e ,  magnitude) v a r i a t i o n .
Housing and Finance: A C r i t i c a l  P e rspec t ive
Under t r a d i t i o n a l  ana lyses  the  p r i c e  of  housing i s  determined 
p r im a r i ly  by the  s t r u c t u r e  o f  the  housing market f o r c e s ,  which inc ludes  not 
only the r e t a i l  market f o r  homes and apar tments but a l so  much o f  the land 
market ,  the c o n s t ru c t io n  i n d u s t r y ,  the  m a te r i a l s  in d u s t ry ,  and f inance  
c a p i t a l .  When housing and neighborhood community a re  viewed as a n e c e s s i t y  
and a commodity (Segal ,  1979; Hughes, 1980; Michel son,  1980; Agnew, 1981),  
t h e i r  value i s  in f luenced  by both p e o p l e ' s  a b i l i t y  and w i l l in g n es s  to  pay.
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In t u r n ,  t h i s  a f f e c t s  the p r o f i t  ex p ec ta t io n s  o f  the var ious  housing and 
mortgage s u p p l i e r s .  For i n s t a n c e ,  i f  the  p r i c e  o f  e x i s t i n g  housing i s  much 
lower than the  c o s t  o f  producing new housing,  i t  w il l  not be p r o f i t a b l e  to 
produce new housing. Indeed,  i t  may not  be p r o f i t a b l e  to  keep some e x i s t i n g  
housing on the  market.  The shor tage  may fo rce  some people to  share and may 
ev e n tu a l ly  d r iv e  the p r i c e  of  e x i s t i n g  housing c l o s e r  to  the c o s t  o f  produc­
ing new housing (Stone,  1980).
Rising housing co s t s  and l i m i t e d  incomes have a depress ing  e f f e c t  
on the  loca l  housing and mortgage marke ts ,  while a l so  ex e r t in g  an upward 
p re s su re  on wages and i n f l a t i o n . 7 Businessmen in  the housing and f inance  
markets may appear i n d i f f e r e n t  as  to  whether the p r i c e  o f  housing and 
mortgage money leaves  households with enough income to  pay f o r  o th e r  
n e c e s s i t i e s ;  but  they do want buyers who a re  ab le  and w i l l i n g  to  pay t h e i r  
p r i c e  (Slawson, 1981). In t u r n ,  la b o r  unions and non-union workers s t r u g g le  
f o r  h igher  wages to  a f fo rd  the housing payments as well as  o th e r  consumer 
i t ems.  The p r i c e  o f  housing and mortgage money then e n t e r s  in to  the 
de te rm ina t ion  o f  the level  o f  wages,  but  in a c o n t r a d i c t o r y  way. The 
i n t e r e s t s  o f  some c a p i t a l i s t s  a re  advanced by h igher  wages, while  the 
i n t e r e s t s  o f  o th e r  c a p i t a l i s t s  as  employers a re  served by lower wages.
The r e l a t i o n s h i p  o f  housing c o s t s  to wages and l i v i n g  cond i t ions  
appears no d i f f e r e n t  from the c o s t  o f  food,  c l o t h i n g ,  o r  o th e r  commodit ies.  
I t  might seem t h a t  th e r e  i s  no c o n f l i c t  between the  requi rements  o f  the 
l a b o r ,  mortgage and housing markets .  For example, housing i s  i t s e l f  a 
product  of  l a b o r ,  the  level  o f  wages should s imul taneously  and c o n s i s t e n t l y
7For a d i scuss ion  o f  t h i s  p o in t  in terms o f  i n f l a t i o n ,  see Slawson
(1981).
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determine  both the c o s t  o f  producing housing and the level  o f  income. In 
f a c t ,  housing possesses  c e r t a i n  c h a r a c t e r i s t i c s  t h a t  d i s t i n g u i s h  i t  both 
i n d i v i d u a l l y  and soc io -econom ica l ly  from o th e r  commodit ies ,  and gives  i t  
a p iv o t a l  r o l e  in de termining l i v i n g  s t a n d a r d s .  Probably i t  i s  the se  
f e a t u r e s  which make i t  and f inance  i n h e r e n t l y  p ro b le m a t i c a l .  These 
p o s s i b i l i t i e s  a re  cons idered  in  t u r n .
An im por tan t  p roper ty  o f  housing i s  t h a t  s ince  i t  i s  a bulky,  
immobile,  and durable  good i t  i s  r a r e l y  purchased in  amounts o t h e r  than a 
whole dwel l ing u n i t  and u s u a l l y  i t  i s  used f o r  a c ons ide ra b le  per iod  o f  t ime.  
In the s h o r t  run ,  th e s e  c h a r a c t e r i s t i c s  make i t  ext remely d i f f i c u l t  f o r  a 
family to  a l t e r  the q u a n t i t y ,  q u a l i t y ,  o r  amount spent  f o r  housing .
Increases  in  housing c o s t s  u s u a l ly  must be o f f s e t  by reduc t ion  i n  o th e r  
e x p e n d i tu r e s ,  r a t h e r  than reduc t ions  o r  s u b s t i t u t i o n s  in  housing consump­
t i o n .  For example,  when p ro p e r ty  t a x es  r i s e ,  a fami ly  cannot  r e a d i l y  give 
up t h e i r  l i v i n g  room o r  switch  to  a cheaper brand o f  bathroom to  o f f s e t  the 
in c r e a s e .
The c o s t  o f  housing a l s o  a f f e c t s  the  f a m i ly ' s  o v e ra l l  s t andard  of  
soc ia l  w e l l -b e in g  through i t s  de te rm in a t io n  o f  where a family can l i v e .  This 
r e l a t i o n s h i p  i n f lu e n c e s  the phys ica l  q u a l i t y  o f  the housing people a re  ab le  
to o b t a i n ,  the amount o f  dwel l ing  space they have,  and the type o f  ne ighbor­
hood community in which they r e s i d e .  The in f lu e n c e  over l o c a t io n a l  choice 
impl ies  t h a t  the amount a household can and w i l l  pay f o r  housing a f f e c t s  
both i t s  phys ica l  and s o c ia l  a c c e s s i b i l i t y  to  p u b l i c  f a c i l i t i e s ,  soc ia l  
s e r v i c e s ,  p r i v a t e  s e c t o r  employment as well  as p r iv a t e  goods and s e r v i c e s .
Since housing i s  so d u r a b l e ,  in  an economy where housing i s  a 
commodity ( i . e . ,  produced f o r  exchange and held  f o r  i t s  value in  exchange
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r a t h e r  than only as a usefu l  p ro d u c t ) ,  i t  i s  g en e ra l ly  bought and so ld  many 
t imes during i t s  useful  l i f e .  This means t h a t  a t  every  po in t  subsequent  to 
i t s  i n i t i a l  production and s a l e ,  the  socio-economic ( e . g . ,  market)  value of  
a r e s i d e n t i a l  s t r u c t u r e  i s  determined by i t s  ac tua l  c o s t  o f  p roduc t ion ,  
f inanc ing  and replacement c o s t  a d ju s t e d  f o r  d e p r e c i a t i o n .  In a d d i t i o n ,  i t s  
market value inc ludes  the value  o f  the  land ,  ( i . e . ,  the r e n t - g e n e r a t i n g  
p o t e n t i a l  o f  the  p a r t i c u l a r  l o c a t i o n ) .  At the  time t h a t  housing i s  
i n i t i a l l y  b u i l t ,  the value o f  the  land amounts to  a f r a c t i o n  o f  the  t o t a l  
value c r e a te d  in  producing the  b u i ld in g .  Subsequent to  the i n i t i a l  produc­
t i o n  and s a l e  o f  the housing,  not  on ly  does the  value of  the  land and home 
change cons ide rab ly  as the  ren t -p roduc ing  p o te n t i a l  o f  the l o c a t i o n  changes;  
but  the  value has an a d d i t io n a l  p s y c h o lo g i c a l - f i n a n c ia l  dimension ( e . g . ,  home 
as an inves tm ent ) .  This p o in t  i s  d is cussed  in the  next  s e c t i o n .
Slow convers ion  o f  housing has no spec ia l  consequence by i t s e l f .  
Nonethe less ,  i t  i s  s i g n i f i c a n t  because t h i s  f e a t u r e  u n i t e s  housing and 
f in a n c e .  In tu rn  t h i s  r e l a t i o n s h i p  prov ides  one l inkage  between the 
ind iv idua l  and the f inance  s e c t o r .  The ac tua l  c o s t s  f o r  a p a r t i c u l a r  home 
do not  involve the d i r e c t  payment o f  the  s a l e s  p r i c e  o r  market  value to  the 
s e l l e r  in  one lump sum. Ins tead  incremental  payments a re  made to the 
f i n a n c i e r s  over  a c e r t a i n  per iod  o f  t ime.  On top o f  t h i s  incremental  payment 
system, however, th e re  i s  the  payment o f  i n t e r e s t  o r  p r o f i t —a form o f  r e n t  
—to the  in v e s to r s  as well as  p roper ty  taxes  and va r ious  maintenance 
expenses.
Over the l a s t  50 y ea rs  a p r i n c i p l e  s t r a t e g y  to  a s su re  housing 
a v a i l a b i l i t y  i s  to  promote long- te rm ,  f i x e d - r a t e ,  low down payment mortgage 
loans (Stone,  1980). The o r ig i n a l  i n t e n t  was to  a l t e r  the d i s t r i b u t i o n  of  
housing o p p o r tu n i t i e s  in two ways: 1) economically ,  by le ssen ing  the
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monthly payments fo r  a given s i z e  loan and reducing the personal  savings 
needed to  buy; and 2) p o l i t i c a l l y ,  by promoting the  i l l u s i o n  o f  ownership 
through the  r e a l i t y  o f  debt .  By so doing,  s t im u la t ing  the  demand fo r  houses 
and mortgages,  which would then c o n t r i b u t e  to  ov e ra l l  economic growth as 
well as b e n e f i t  the co n s t ru c t io n  and lending s e c to r s .
The f in a n c ia l  s e c t o r  i s  in the  bus iness  o f  making a p r o f i t ;  and 
because i t  i s ,  i t  i s  not  i n t e r e s t e d  in making fo o l i s h  investment d ec i s io n s .  
These concerns must be underwr it ten  by two f u r t h e r  p o in t s :  1) they are  not
in v e s t in g  s p e c i f i c a l l y  with t h e i r  own c a p i t a l ;  r a t h e r ,  they are  using 
consumer funds;  and 2) money must always be moving i f  i t  i s  to  genera te  more 
money.
Investment e n t a i l s  the  commitment o f  resources  to  acqu i re  f u r t h e r  
wealth  and w e l l -be ing .  A c e n t r a l  concern o f  i n v e s to r s  i s  the  b e s t  way to  
enhance wealth and w e l l -be ing .  A s t r a t e g i c  approach to  in v e s t in g  suggests  
a search  f o r  those  investments ( e . g . ,  housing,  s e c u r i t i e s ,  pension funds) 
where the  i n v e s t o r  i s  ab le  to  achieve  a ( l o c a t io n a l )  comparative advantage.  
One payoff  to  good investment a n a l y s i s  a r i s e s  when the oppor tun i ty  e x i s t s  to 
achieve  an above normal leve l  o f  performance,  p r o f i t  o r  su rp lus  value.  In 
those  markets and lo c a t io n s  where the  c h a r a c t e r i s t i c s  i n d i c a t e  a low 
p r o b a b i l i t y  o f  a su p e r io r  performance l e v e l ,  the  p rospec ts  a re  probably 
l im i t e d  t h a t  a s a t i s f a c t o r y  payoff  wil l  a r i s e ,  no m a t t e r  how good i s  the 
analyses  o f  investment o p p o r tu n i t i e s .
Usua lly  the  t h r i f t s  f inance  housing c o n s t r u c t io n ,  while banks are 
involved in o th e r  types  o f  i n d u s t r i a l  and commercial c o n s t ru c t io n  a c t i v i t y .  
This s i t u a t i o n  i s  changing which makes t h e i r  r a t e  o f  p a r t i c i p a t i o n  in the 
housing money market v a r i a b l e  and dependent upon the perce ived  p r o f i t
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a t t r a c t i v e n e s s  of  the c o n s t ru c t io n  a l t e r n a t iv e s ( B u s in e s s  Week, 1981a).
In the  mortgage market ,  the re  a re  two fundamental sources of  
mortgage o r i g i n a t i o n :  1) those who o r i g i n a t e  them fo r  the  purpose o f
keeping them in t h e i r  own investment p o r t f o l i o s  and 2) those who o r i g i ­
na te  them with the i n t e n t i o n  of  s e l l i n g  them to  o the r  i n v e s t o r s .  This 
l a t t e r  group views a mortgage as an investment  s e c u r i t y —j u s t  as some 
in v e s to r s  look upon bonds and stocks  as marketable investment s e c u r i t i e s  
—except  t h a t  they have a much narrower range o f  people and i n s t i t u t i o n s  
to  whom they can s e l l .  The major p o r t f o l i o  i n v e s to r s  a re  the  t h r i f t s .  
They a re  concerned mainly with the  i n t e r e s t  income they re c e iv e  on money 
they have loaned and i t  must be adequate to  pay i n t e r e s t  on the  savings 
they have rece ived  from the d ep o s i to r s  as  well as to  cover t h e i r
lo s s e s  on bad loa ns ,  to  pay the overhead,  and leave a f a i r  margin o f
p r o f i t .
A p o r t f o l i o  l e n d e r ,  s t r i c t l y  from the s tandpo in t  o f  bus iness  
judgement,  cannot  ignore the q u a l i t y  o f  the a s s e t s  underlying the  loans .  
I f  the loans go bad and the a s s e t s  a re  o f  poor q u a l i t y ,  lo sses  w i l l  be
s u f f e r e d .  On the o th e r  hand, a l ender  who o r i g i n a t e s  mortgages to  s e l l
them to  o th e r  i n v e s t o r s —a s ,  f o r  example, to  an insurance  company, pen­
s ions  fund,  commercial bank,  o r  the Federal National Mortgage A ssocia t ion  
--may not  be i n t e r e s t e d  p r im ar i ly  in i n t e r e s t  income on the loan .  Most 
secondary market  in v e s to r s  do no t  possess the  means o r  the d e s i r e  to 
become en tangled  with s e rv ic e  problems l i k e  monthly mortgage c o l l e c t i o n s ,  
fo l lowing up on the problem lo a n s ,  and so on,because o f  the  c o s t s .  A 
mortgage banker,  confron ted with the same kind o f  r i s i n g  cos ts  t h a t  have 
plagued o th e r  bus iness  concerns ,  may not  be eager to  make loans in
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problem a rea s  because o f  the se  s e r v i c i n g  problems. I t  i s  advantageous 
then to  secure  loans  which a re  o f  good q u a l i t y  and which cause few 
s e rv ic in g  problems.
H i s t o r i c a l l y  r e s i d e n t i a l  mortgage lending  has been a r a t h e r  
lo c a l i z e d  and s p e c i a l i z e d  b u s in es s ,  invo lv ing  i n v e s t o r s  who could d i r e c t l y  
e v a lu a te  and moni tor  both the  p r o p e r t i e s  and the  borrowers.  The i n t e n t  
o f  mortgage in su rance ,  p lus  the  gradual  s t a n d a r d i z a t io n  o f  mortgages,  
was to  open up the market by making mortgages more a t t r a c t i v e  and l e s s  
r i s k y  to  i n v e s t o r s  who might be f a r  away from a p roper ty  and to  a t t r a c t  new 
in v e s to r s  i n t o  the mortgage markets .
Even though loca l  t h r i f t  i n s t i t u t i o n s ,  and now mortgage companies 
s t i l l  o r i g i n a t e  the  loa ns ,  they  s e l l  t h e  mortgages to  o t h e r  i n v e s t o r s —1i f e  
in surance  companies, pension funds ,  banks,  o r  even t h r i f t  i n s t i t u t i o n s  in 
o th e r  p a r t s  o f  the  count ry .  The loca l  l e n d e r s  a c t  as  c o l l e c t o r s  o f  the 
monthly payments o r  condui ts  o f  mortgage c a p i t a l  moving money among var ious  
p laces  and i n v e s t o r s .  Local o r i g i n a t o r s  o f  mortgages a r e  t r y i n g  to  become 
l e s s  dependent on a borrower paying o f f  a loan .  Funds a re  a t t r a c t e d  from 
more sources  and d i r e c t e d  to loca l  a rea s  with  high demand.
These a c t i v i t i e s  occur in  the  secondary mortgage markets  and 
through the  Federal Reserve System t r a n s a c t i o n s  in  the Open Market. The 
l a r g e r  p r i v a t e  i n v e s t o r s ,  l i k e  pension funds ,  cont inue  to  regard  mortgages 
as too r i s k y  and u n f a m i l i a r ,  even more so with  the  new v a r i a b l e  i n t e r e s t  
r a t e s  (Business Week, 1981a). Government-backed agencies  then have become 
the primary i n v e s t o r s  in  the  secondary mortgage market .  Now the  e f f e c t s  
o f  the  r e c e s s io n  a r e  in f lu en c in g  the  number o f  t h r i f t  i n s t i t u t i o n s ,  even to  
the e x t e n t  o f  c lo s in g  some o f  them. What i s  impor tan t  here i s  the  gradual
106
movement o f  sav ings  d ep o s i t s  away from th e se  lending i n s t i t u t i o n s  to  more 
p r o f i t a b l e  inves tments .  Leaving v a r i a b l e  q u a n t i t i e s  of  money with  which to 
work; and making the  mortgage market a more un c e r t a in  environment.
The i n t e r p l a y  o f  a l l  f inanc e  i n s t i t u t i o n s  has two very important  
consequences: f i r s t ,  i t  augments the  t o t a l  demand f o r  c r e d i t  in the 
economy; and second,  because r e s i d e n t i a l  f inanc e  i s  no longer  a r e l a t i v e l y  
s e p a r a t e ,  i n s u l a t e d  and l u c r a t i v e  component o f  the f inance  system, the  
i n s t i t u t i o n s  in f lu e n c in g  the com peti t ion  f o r  money and c r e d i t  a r e  d i f f i c u l t  
to d i s c o v e r  (S tone ,  1980).
The r a p id  and massive bu i ld -up  o f  r e s i d e n t i a l  mortgage debt  i s  an 
e s s e n t i a l  c o n t r i b u t o r  to  and component o f  economic growth; but  i t  has 
grown c o n s id e ra b ly  f a s t e r  over  the  l a s t  c en tu ry  than the  a b i l i t y  to  repay 
i t . 8 While the  growth o f  mortgage c r e d i t  c o n t r i b u t e s  to  the  growth and
®In the  l a t e  1970s, as co rp o ra t e  and government borrowing le ve led  
o f f ,  r e s i d e n t i a l  deb t  accounted f o r  an astounding 38 percen t  o f  the t o t a l  
in c re a s e  in deb t  in  the economy. The r a t i o  o f  mortgage debt  to  d i sposab le  
income, which had cl imbed from 27 pe rcen t  in 1950 to  46 pe rce n t  in  1960 and 
48 p e rc e n t  in 1970, soared to  55 pe rce n t  by 1975 and 61 pe rce n t  in  1978.
In the  mid-1960s and aga in  in 1975 more than one percen t  of  a l l  homeowners 
were 60 days o r  more behind on t h e i r  mortgage payments. During the  1960s 
the  number o f  mortgage f o r e c l o s u r e s  per  y e a r  doubled from about  50,000 to 
about  100,000 and by 1975 had in c reased  to  over  140,000,  which was about  
o n e - h a l f  o f  one pe rce n t  o f  a l l  mortgaged s t r u c t u r e s ,  most o f  them homes and 
apar tment b u i l d in g s .  There was a high in c re a s e  in the c o n s t ru c t io n  o f  
convent ional  hous ing,  subs id ized  hous ing ,  condominiums, r e s o r t  and r e t i r e m e n t  
communit ies .  There was a l s o  a l a rg e  amount o f  sp e c u la t io n  in  land and 
e x i s t i n g  b u i l d i n g s ,  as r e n t s  and house p r i c e s  s p i r a l e d  upward. The changes 
in mortgage f inanc ing  thus gave a s u b s t a n t i a l  boost  to  the r ea l  growth o f  the 
economy and a l s o  to  the  unprecedented i n f l a t i o n  and the  overblown c r e d i t  
bubble.  On the  o th e r  hand, when government monetary po l icy  has sought  to  
con ta in  i n f l a t i o n  by reducing the  supply o f  c r e d i t ,  the  new mortgage i n s t i t u ­
t i o n s ,  e s p e c i a l l y  the  f e d e r a l l y  backed a g e n c ie s ,  have only  i n t e n s i f i e d  
competi t ion  f o r  sca rce  c r e d i t ,  le ad ing  to  even higher  i n t e r e s t  r a t e s  
throughout the  system. Higher i n t e r e s t  r a t e s  no t  on ly  added to  i n f l a t i o n  
but a l s o  le d  to  f u r t h e r  withdrawals o f  savings  d e p o s i t s ,  as savers  pursued 
the h ighe r  r e t u r n s  a v a i l a b l e  el sewhere .  Increased  withdrawals from t h r i f t  
i n s t i t u t i o n s  s u b s t a n t i a l l y  o f f s e t  the  a d d i t i o n a l  housing funds r a i s e d  
through the  c a p i t a l  markets  and so weakened a number o f  small loca l  t h r i f t s
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p r o f i t a b i l i t y  o f  the e n t i r e  housing i n d u s t r y ,  inc re a s ing  dependence on 
c r e d i t  and the in c re a s e  in compet i t ion  f o r  funds makes the product ion of  new 
housing and the  c o s t  o f  a home purchase more s e n s i t i v e  to the supply and co s t  
o f  mortgage money. High produc tion c o s t s  and the  absence o f  co rpo ra te  g ia n t s  
wi th  i n t e r n a l  sources  o f  funds to be used in the  housing s e c t o r  mean t h a t  
more money i s  borrowed to  f inance  the c o n s t ru c t io n  o f  new housing (Stone,
1980). F lu c tu a t io n s  in i n t e r e s t  r a t e s  make i t  d i f f i c u l t  to dev ise  economi­
c a l l y  f e a s i b l e  housing p r o j e c t s  and to  ob ta in  c o n s t ru c t io n  f i n a n c i n g . 9 
Rising i n t e r e s t  r a t e s  have tended to  reduce the w i l l in g n e s s  o f  lenders  to 
make c o n s t r u c t io n  loans  because these  loans (and the i n t e r e s t  on them) are  
paid o f f  through a long- term process  t h a t  i s  dependent not only on when the 
housing i s  completed but when i t  i s  s o ld .  In t u r n ,  mortgage loans must be
t h a t  they  were saved only by being absorbed by l a rg e  f i n a n c i a l  i n s t i t u t i o n s .  
Attempts o f  mortgage lenders  and housing developers  to  compete more 
e f f e c t i v e l y  f o r  funds during per iods  o f  economic c o n t ra c t io n  have no t  been 
f u l l y  s u c c e s s f u l ,  but  they have co n t r ib u te d  to  h igher  housing c o s t s ,  higher 
i n t e r e s t  r a t e s  g e n e r a l l y ,  and g r e a t e r  c o n ce n t ra t i o n  in the mortgage indus t ry  
(S tone,  1980).
^Until  r e c e n t l y ,  sav ings  and loan a s s o c i a t i o n s  were requ i red  by 
law to  put  most o f  t h e i r  money in t o  housing ,  but  they could a d j u s t  the  mix 
between c o n s t r u c t io n  loans and long- term mortgages.  Commercial banks have 
no such r e s t r i c t i o n s ;  c o n s t ru c t io n  loans have been ext remely a t t r a c t i v e  to 
them when o t h e r  s h o r t - t e rm  i n t e r e s t  r a t e s  a re  low, but when co rp o ra t io n s  and 
the  government have inc reased  the  compet i t ion  f o r  the funds o f  commercial 
banks,  b u i l d e r s  and developers  have tended to  ge t  squeezed ou t  because i t  i s  
ha rder  f o r  them to pass on h ighe r  i n t e r e s t  c o s t s .  This i s  p a r t l y  because 
t h e i r  heavy dependence on deb t  makes the  c o s t  o f  a new house much more 
dependent  on the  i n t e r e s t  r a t e  than i s  the  p r i c e  o f  a manufactured good or  
the  budget o f  a government. Large co rp o ra t io n s  and governments can a l so  
e a s i l y  pass on h igher co s t s  because they have more o f  a monopoly than housing 
deve lopers .  The lengthening  o f  mortgage terms,  intended to  reduce the 
monthly c o s t  o f  mortgage payments, has made the payments much more s e n s i t i v e  
to i n t e r e s t  r a t e s .  When i n t e r e s t  r a t e s  double from f i v e  pe rcen t  to  10 
p e r c e n t ,  the  monthly payments on a t e n -y e a r  loan in c re as e  by only 32 pe rce n t ,  
but  payments on a 20-year  loan go up by 46 pe rcen t  and on a 30-year loan by 
64 pe rce n t .
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repa id  by r e s id e n t s  out  o f  t h e i r  incomes. The inc reased  s e n s i t i v i t y  of  
housing to sho r t - te rm  and long- term i n t e r e s t  r a t e s  have led to ups and 
downs in  housing p roduc t ion ;  as i n t e r e s t  r a t e s  have v a r i e d ,  the t o t a l  
supply o f  c r e d i t  and hous ing 's  share  o f  c r e d i t  has a l s o  v a r i e d . 10
The mortgage system, while i t  made s u b s t a n t i a l  housing produc­
t io n  p o s s i b l e  during the postwar p e r io d ,  i t s  annual i n s t a b i l i t y  has 
inundated c o n s t ru c t io n  in d u s t ry  leav ing  i t  permeated with sm a l l ,  la bor-  
i n t e n s iv e  f irms t h a t  could e a s i l y  e n t e r  and leave but  which,  f o r  the 
most p a r t ,  could never develop f a c to ry  technology and achieve  economies 
o f  s c a l e .  More s i g n i f i c a n t l y ,  a downward tu rn  in the  bus iness  cyc le  leads  
to  loca l  economic problems i f  the  i n a b i l i t y  o f  buyers to  ob ta in  and a f fo rd  
long-term mortgages leaves  developers with houses they could no t  s e l l  and 
lenders  with u n c o l l e c t a b l e  c o n s t ru c t io n  loans .
l^Many in v e s t o r s  o th e r  than t h r i f t  i n s t i t u t i o n s  and small savers  now 
have b i l l i o n s  o f  d o l l a r s  t i e d  up with the mortgage system. In p a r t i c u l a r ,  
l a rg e  commercial banks—the  l in ch p in s  o f  f inance  c a p i t a l —became deeply 
enmeshed in d i r e c t  c o n s t ru c t io n  lo a n s ,  in loans to  REITs, and in  s e c u r i t i e s  
o f  f ede ra l  and s t a t e  housing c r e d i t  agenc ies .  The s t a b i l i t y  of  the  s t r u c t u r e  
o f  r e s i d e n t i a l  debt  i s  thus  in c r e a s in g ly  v i t a l  f o r  the  s t a b i l i t y  o f  the 
e n t i r e  f i n a n c ia l  s t r u c t u r e  of  c a p i t a l i s m .  But the s t a b i l i t y  o f  the housing 
debt  system depend upon cont inued mortgage payments from people in  e x i s t i n g  
housing and a f fo rd a b le  long- term mortgages f o r  new housing being b u i l t  with 
s h o r t - te rm  c o n s t ru c t io n  loans .  Since 1966, in c re as in g  compet i t ion  f o r  loans 
has caused a s t e a d y ,  long- te rm r i s e  in the general  leve l  of  i n t e r e s t  r a t e s  
on top o f  the  s h o r t - t e rm  f l u c t u a t i o n s .  Periods  o f  t i g h t  money have been 
i n c re a s in g ly  s e v e re ,  with  i n t e r e s t  r a t e s  soa r ing  h ighe r  each t ime and housing 
c r e d i t  being r e s t r i c t e d  ever  more s h a rp ly .  As i n t e r e s t  r a t e s  on saving 
accounts have become l e s s  c o m p e t i t iv e ,  w e a l t h i e r  d ep o s i to r s  have withdrawn 
savings  to  i n v e s t  in more p r o f i t a b l e  ins truments  o f f e r e d  by commercial banks,  
the fed e ra l  government, and i n d u s t r i a l  c o rp o ra t io n s .  In ad d i t io n  to  the 
problems o f  the t h r i f t  i n s t i t u t i o n s ,  in c re ased  co rpora te  borrowing l e f t  
commercial banks with l e s s  i n c l i n a t i o n  and a b i l i t y  to  cont inue to  make con­
s t r u c t i o n  loans whenever c r e d i t  was r e s t r i c t e d  and s h o r t - t e rm  i n t e r e s t  r a t e s  
rose .
llAs Stone (1980) i l l u s t r a t e s  some o f  the loca l  problems t h a t  a r i s e  
during these  d i f f i c u l t  pe r iod .  For example,  the rea l  e s t a t e  bubble o f  the 
e a r l y  1970s b u r s t  in 1973. Over the next  t h r e e  y ea rs  inc reased  mortgage 
d e f a u l t s  r e f l e c t e d  the worst  f i n a n c ia l  d i s a s t e r  s ince  the e a r l y  1930s. Over-
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The f in a l  element in the  mortgage system i s  the increased  
v u l n e r a b i l i t y  o f  those f i n a n c i a l  i n s t i t u t i o n s  t h a t  have s p e c i a l i z e d  in long­
term mortgages,  savings and loan a s s o c i a t i o n s  and mutual savings  banks--the  
s o - c a l l e d  t h r i f t  i n s t i t u t i o n s .  In the  p a s t ,  long- term,  f ixed  i n t e r e s t  r a t e  
mortgages o f f e r e d  le nders  the same r a t e  o f  r e tu r n  y ea r  a f t e r  yea r  r e g a rd l e s s  
o f  what happened to i n t e r e s t  r a t e s  s ince  the  loan was made. This  was not a 
problem f o r  d i v e r s i f i e d  l e n d e r s ,  such as commercial banks,  which did not  
have most o f  t h e i r  funds t i e d  up in such long-term loans .  I t  would not  be 
a problem f o r  t h r i f t  i n s t i t u t i o n s  i f  they ob ta ined  t h e i r  funds on a long­
term, f ixed  i n t e r e s t  r a t e  b a s i s .  The p o t e n t i a l  d i f f i c u l t y  a r i s e s  because 
t h r i f t  i n s t i t u t i o n s  have ob ta ined  money almost  e n t i r e l y  from savings  ac ­
coun t s ,  which have been a t t r a c t i v e  investments f o r  many people because 
they o f f e r  l i q u i d i t y  as well as s e c u r i t y  and geographical  convenience.  Those 
who want to  be ab le  to withdraw t h e i r  funds q u ic k ly —smal 1 savers  who must 
meet unexpected expendi tu res  and w e a l t h i e r  savers  in o rde r  to  s h i f t  t h e i r  
money in to  more p r o f i t a b l e  inves tm en ts—b e n e f i t  from sav ings  accounts .
bu i ld ing  plus  soar ing  development c o s t s  and r i s i n g  i n t e r e s t  r a t e s  r e s u l t e d  
in a 40 p e rcen t  drop in  housing s t a r t s  in  1973. With the  a d d i t i o n  o f  t i g h t  
money and r i s i n g  unemployment, housing c o n s t ru c t io n  plunged 40 p e rcen t  more 
through 1974 and in to  1975. Many developers  who had begun p r o j e c t s  before  
the c o l l a p s e  ran out  o f  money before  they f i n i s h e d .  Lenders re fused  to  pro­
v ide more money because they now had l i t t l e  money to  lend and because they 
knew t h a t  t h e r e  would be no market f o r  the  housing even i f  the p r o j e c t  were 
f i n i s h e d .  The f i n a n c i a l  system did n o t ,  o f  course  c o l l a p s e .  Many rea l  e s t a t e  
deve lopers  went ou t  o f  bus iness  and ind iv idua l  and i n s t i t u t i o n a l  in v e s to r s  
probably absorbed a t  l e a s t  a b i l l i o n  d o l l a r s  in lo s s e s  from the a s s o r t e d  loan 
d e f a u l t s ,  bankrup tc ie s ,and  r e o r g a n i z a t i o n s .  Many o f  the  l a r g e s t  commercial 
banks o f f s e t  some o f  t h e i r  lo s s e s  by fo rc in g  f i n a n c i a l l y  s t rapped  c i t y  and 
s t a t e  governments to r e f in a n c e  t h e i r  own ou ts tand ing  debts  a t  ext remely high 
i n t e r e s t  r a t e s .  The governments, in t u r n ,  had to  cu t  back on pub l ic  s e r v i c e s ,  
thus  fo rc in g  the  mass o f  people in to  the  p o s i t i o n  o f  i n d i r e c t l y  paying fo r  
many o f  the  lo s s e s  a s s o c i a t e d  with the  f i n a n c i a l  c o l l a p s e .  The eventual  
recovery  of  the  economy did r e s t o r e  the  p r o f i t a b i l i t y  o f  much o f  the f o r e ­
c losed  real  e s t a t e ,  though in much reduced v e r s io n s .
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The Emergence o f  Urban R es iden t ia l  Disinves tment
Obviously not  a l l  the  p r i v a t e  i n s t i t u t i o n s  and l inkages  are  
i d e n t i f i e d  above. The complex web o f  r e l a t i o n s h i p s  among them may be 
documented p a r t i a l l y  in the l i t e r a t u r e  on l a rg e  bus iness  o r g a n iz a t i o n s .
Another concern ,  however, a r e  the pub lic  or  government i n s t i t u t i o n s ,  t h e i r  
p r a c t i c e s  o r  p o l i c i e s  and t h e i r  connection to  p r i v a t e  s e c t o r  investment  
s t r a t e g i e s .  Over th e  y ea rs  a p u b l i c - p r i v a t e  p a r tn e r s h i p  has emerged to  focus 
on the c o n s t r u c t io n  o f  urban i n f r a s t r u c t u r e  (Business Week, 1981; Bennet t ,
1980). In the  American c o n t e x t ,  the  p u r s u i t  o f  wealth  from p roper ty  i s  so 
s i g n i f i c a n t ,  t h a t  i t  i s  s u r p r i s i n g  to  note l i t t l e  by way o f  an a n a l y s i s  on 
the  connec tion  between th e  pub l ic  and p r i v a t e  a s p e c t s  o f  housing and f in an c e .
To begin with  i t  i s  reasonab le  to  expec t  a l o g i c  of  conserva t ism 
toward housing,  and a reason fo r  the  mutual defense  o f  a neighborhood 
community. Simple r i s k  avoidance gen e ra te s  a r e i n f o r c i n g  conserva t ism.  For 
example, f i n a n c i e r s  f ind  i t  w ise r  to  acc ep t  t r e n d s  than to  a l t e r  them and,  
i n t e n t i o n a l l y  o r  n o t ,  to  channel people and c a p i t a l  in to  segrega ted  r e s i d e n ­
t i a l  d i s t r i c t s .  This  i s  t y p i c a l l y  c a r r i e d  to  th e  po in t  where th e  i n s t i t u t i o n s  
themselves become promoters o f  d i s c r i m i n a t i o n .  There i s  more than lower r i s k  
to  be had from r e s i d e n t i a l  d i f f e r e n t i a t i o n .  For one,  i t  pays to  promote i t  
as a kind o f  commodity d i f f e r e n t i a t i o n  to  i n c re a s e  s a l e s .  I t  a l s o  pays to  
promote mutua lly  su p p o r t iv e  land va lues  in o rd e r  to  secure  the maximum leve l  
o f  r e n t ;  p rope r ty  i n v e s t o r s  would be f o o l i s h  to  d i l u t e  such va lues  by 
randomly mixing people.  In a d d i t i o n ,  i f  people a re  s o r t i n g  themselves  out  
from the  top down, s u p p l i e r s  have a p a r a l l e l  i n t e r e s t  in  he lp ing  the  d i l i g e n t  
r i s e  to  th e  top  in t h e i r  a r ea s  so i t  can be skimmed o f f .  F i n a l l y ,  bu i ld ing  
la rg e  t r a c t s  o f  homogenous housing u n i t s  helps to  lower c o s t s .  For an
I l l
example,  see Business Week, 1981.
Housing i s  the end r e s u l t  o f  a socioeconomic p rocess .  The 
q u a n t i t y ,  q u a l i t y ,  s t a t u s ,  and form o f  housing r e s u l t  from the combination 
o f  f o u r  systems:  the  p roduc t ion  of  housing as a durable  ( i . e . ,  f ixed)
commodity, th e  s o c i a l - s p a t i a l  d i s t r i b u t i o n  o f  t h i s  p ro d u c t , t h e  d i s t r i ­
but ion o f  people and t h e i r  p lace  in  p roduc t ion ,  and the  correspondence  
system between these  two d i s t r i b u t i o n  systems ( C a s t e l l s ,  1977). The 
f in i s h e d  product  i s  purchased w i th in  the  co n tex t  of  an ide o lo g ic a l  system 
wherein a house i s  e x a l t e d  as o f  g r e a t  s i g n i f i c a n c e  and a symbol o f  s t a t u s  
(Agnew, 1981). This tends to  r e i n f o r c e  the value o f  housing as well as to 
give the  ide o lo g ic a l  system m a te r ia l  form in  terms o f  a r e s i d e n t i a l  con­
f i g u r a t i o n .  Viewed in t h i s  manner, the s t a t u s  o f  housing must be compre­
hended r e l a t i v e  to  the s o c i a l  processes  which d e f ine  i t s  m a te r i a l  form.
Buying a house i s  an expensive p ro p o s i t i o n  f o r  most people .  In 
c a p i t a l i s t  s o c i e t i e s  in  o rd e r  t o  o b ta in  use va lues  ( in c lu d in g  s t a t u s  values)  
one must command exchange v a lu e s .  A house takes  on a value as a commodity; 
s p e c i f i c a l l y ,  i t  a cqu i re s  a p o t e n t i a l  source  o f  p r o f i t  because i t  i s  
t ransformed i n t o  the form o f  b u i l t - u p  eq u i ty  to  become a source  o f  f i n a n c i a l  
s e c u r i t y ,  S t e r n l e i b  (1972,  p. 39, c i t e d  Agnew, 1981) has made t h i s  p o in t  as 
f o l 1ows:
For a l l  but the most a f f l u e n t  in our s o c i e t y ,  a house i s  not  
only a home, i t  i s  t y p i c a l l y  a major r e p o s i t o ry  o f  c a p i t a l  
investment  and s to r e d  e q u i ty .  As an im agina t ive  a r c h i t e c t  
w i l l  t e s t i f y , houses a re  purchased to  be s o ld  no t  to  be 
l i v e d  in .  The i r  u l t im a te  s a l e  r e p re s e n t s  th e  edge which 
makes Social  S e c u r i t y  and Old Age Pensions endurab le .
Empirical r e sea rch  i n t o  the "house as an investment"  i s  spa rse  and
mainly American in focus .  A va i l ab le  ev idence ,  however, sugges t  t h a t  home-
ownership does not  i n v a r i a b l y  e n t a i l  t r ea tm en t  o f  the house as an investment
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(Hughes, 1980; Agnew, 1981).
In an ex tens ive  study o f  house purchase d ec i s io n s  in several  
C a l i fo rn ia n  communities Wertham e t  a l ,  (1965) found t h a t  t h e i r  informants 
held two concepts  o f  investment.  The f i r s t  o f  the se  was making a p r o f i t  
and the  second was p r o t e c t i n g  the  equ i ty .  All respondents accepted the 
notion  o f  t h e i r  houses as investments in the second sense ,  and those buyers 
who were lower to  middle income r e c i p i e n t s  tended to  express  i n t e r e s t  in 
t h e i r  houses as investments  in the  f i r s t  sense.  This r e f l e c t s  the g r e a t e r  
p o s s i b i l i t i e s  f o r  p r o f i t  in the  local  s e t t i n g s  in which the  poorer  
respondents a re  concen t ra ted  (Wertham e t  a l , ,  1955, p, 137, c i t e d  in Agnew, 
1981),  Per in  (1977, c i t e d  in Agnew, 1981) in her  s tudy s i m i l a r l y  notes the  
pervas iveness  o f  an investment pos tu re  on the p a r t  o f  American homeowners.
The concept  o f  a neighborhood community e n t a i l s  the soc ia l  ideal  
o f  the  p ro je c te d  and extended ind iv idua l  (Cox, 1981), I t  i s  analogous to  a 
th ree-d im ensional  s t r u c t u r e  where the in d iv idua l  household and dwell ing are  
seen as being p ro jec ted  onto ne ighbors ,  s t r e e t s ,  local  b u s in es s e s ,  schools ,  
and governmental i n s t i t u t i o n s .  Consequently,  the  ideal  meaning o f  a 
neighborhood community i s  pe r sona l ized  and p a r t i c u l a r i z e d  p lac ing  i t  beyond 
a monetary va lue.  For those  exper iencing  i t  t h e r e  can be no adequate 
s u b s t i t u t e s ,
The ideal  meaning o f  a neighborhood community and i t s  value de­
r i v e  in the  f i r s t  p la ce  from the  people l i v in g  th e r e  and from the  mutual ly  
r e i n f o r c in g  t i e s  o f  t r u s t ,  f r i e n d s h i p ,  s o c i a b i l i t y ,  and s e c u r i t y .  People 
a re  valued fo r  t h e i r  own sake and f o r  the c o n t r i b u t i o n  they make to  a p la ce -  
bound community (Cox, 1981),
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I n t e r a c t i o n s  occur wi th in  the co n tex t  o f  a s p e c i f i c  p lace .  Local 
b u i l d i n g s ,  parks ,  even landscape views,  e l i c i t  responses which r e f l e c t  
t h e i r  at tachment  to  a lo c a l i z e d  community. Neighborhood as community i s  
not only people ;  i t  i s  people r e l a t i n g  to one another in the con tex t  o f  a 
s p e c i f i c  p lace .
An idea l  neighborhood economy should r e f l e c t  these  t i e s  of  
r e c i p r o c i t y .  Buying and s e l l i n g  a re  i n d e l i b l y  s t a in e d  by co n s id e ra t io n s  o f  
neighborhood community. For example,  a neighborhood storeowner i s  no t  only 
regarded as a merchant;  he i s  a l s o  a member o f  the neighborhood community 
and expec ted to  g ive c r e d i t  to accepted  members. S e l l in g  to someone who has 
neighborhood community t i e s  i s  more importan t  than g e t t i n g  the h ig h e s t  
p r i c e ;  homes are  bought by kin o r  c h i ld r e n  o f  e x i s t i n g  members a t  a lower 
p r i c e  than t h a t  which could be ob ta ined  in  a metro-wide market.  Local 
c r e d i t  i n s t i t u t i o n s  fee l  a f i r s t  o b l i g a t i o n  to  the community r a t h e r  than 
to maximizing p r o f i t s .
There i s  no way in  which the idea l  neighborhood community can be 
unders tood except  in  r e l a t i o n  to  the s o c i a l - h i s t o r i c a l  values o f  c a p i t a l i s m .  
Socia l  b e l i e f s  and values provide  a necessary  ma tr ix  o f  resources  and the 
ex igenc ies  by which people r e l a t e  to  each o th e r  more as buyers and s e l l e r s  
and who compel the  use of  those resources  in the c o n s t ru c t io n  o f  community.
In a d d i t i o n ,  local  so c ia l  s t a t u s ,  independent  o f  occupat ional  s t a t u s ,  home 
ownership and income provides  some i n s u l a t i o n  a g a i n s t  the nega t ive  images 
imposed by an t iu rban  f a c t i o n s .  In t h i s  connec t ion ,  the neighborhood 
community i s  perce ived  as a sanc tua ry  o f f e r i n g  some o f  the good ru ra l  l i f e  
and p r o t e c t in g  the ind iv idua l  from the  harsh urban l i f e .  For example, i t  is  
a source  o f  job market in fo rm at ion ,  housing a s s i s t a n c e ,  and a home-away-from-
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home f e e l i n g  t h a t  a ids  a d ap ta t io n  in to  a t u r b u l e n t  b u i l t  environment (Cox, 
1981).
To the  e x t e n t  t h a t  neighborhood fu n c t io n s  as a haven,  i t  i s  because 
the  in d iv idua l  home func t ions  as such.  The way i s  then open f o r  an a l t e r ­
n a t iv e  p e r s p e c t iv e .  In s h o r t ,  t h e r e  i s  a view o f  the  neighborhood community 
as a commodity, access  to  which has been acqu i red  by r e n t  o r  home purchase.  
Economic exchange value becomes the  c r i t i c a l  s t andard .  I f  the  commodity 
should d e t e r i o r a t e  in terms o f  i t s  c a p a c i ty  to  provide consumer s a t i s f a c t i o n ,
then r i g h t s  o f  access  to  i t  can be so ld  and r i g h t s  o f  access  to  a more
adequate s u b s t i t u t e  purchased e l sew here .^^
The Form o f  the  P u b l i c - P r i v a t e  R e s id e n t ia l  Land Use P a r tn e r s h ip
The p r i v a t e - p u b l i c  p a r tn e r s h i p  i s  one means o f  producing urban 
land and housing.  I t  i s  expressed  in  terms o f  a r e l a t i o n s h i p  o r  c o n t r a d i c ­
t i o n  between economic and p o l i t i c a l  a l l o c a t i o n  p ro ces se s ,  and p r i v a t e  or
ind iv idua l  decision-making ( S c o t t ,  1980).  Consider the  case  o f  r e s i d e n t i a l  
l o c a t i o n .
The development o f  urban r e s i d e n t i a l  land r e p r e s e n t s  a means of  
accumula t ion,  which presupposes a r e l a t i v e l y  fo o t lo o se  f r e e  to  choose 
consumer w i l l i n g  to  cu t  neighborhood community t i e s  and move to  a new lo c a ­
t i o n .  At the  same t im e ,  the  in d iv idua l  i s  expected  to be concerned with 
proper ty  values and to  be w i l l i n g . t o  p r o t e c t  t h e i r  p roper ty  and investments  
but a l s o  to  l i q u i d a t e  a t  one p o in t  and in v e s t  el sewhere.  In t h i s  view,
IZfhe p roper ty  value s tu d ie s  mentioned in  Chapter  II  take  t h i s  as 
a fundamental behavioral  t e n e t .  For example,  they show t h a t  such resources  
as school q u a l i t y ,  pub l ic  s a f e t y ,  and q u i e t  a re  indeed r e f l e c t e d  in home 
va lues .  This i s  a p e r s p e c t iv e  which b e l i e v e s  in com modif iab i l i ty  a t  l e a s t  
in p r in c i p l e  (Cox, 1981; S c o t t ,  1980). Moreover, i t  i s  a conception  w ith in  
which the  normative ideas  o f  e x t e r n a l i t y ,  compensation,  and formal c o s t -  
b e n e f i t  a n a ly s i s  r e s t  more comfortab ly .
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neighborhoods a re  p la ces  where people move in and move ou t  a f f e c t e d  but not 
a f f e c t e d  by any soc ia l  o r  economic c o n s id e r a t i o n s .
To some degree t h i s  i s  accomplished by transforming  neighborhood 
communities to make them p ro g re s s iv e ly  l e s s  place-bound.  For example,  the 
homogeneity o f  housing and neighborhoood and the use o f  automobile and t e l e ­
communication devices  f a c i l i t a t e  the maintenance o f  l o n g - d i s t a n c e  t i e s  with 
f r i e n d s  and r e l a t i v e s  ( T o f f l e r ,  1981). F u r th e r ,  mass educa tion  and the 
mass media tend to  i n t e g r a t e  and homogenize id e a l s  or  values  so l o c a t io n  i s  
r e l a t i v e l y  i n s i g n i f i c a n t .  Social  t i e s  r e in f o r c in g  a sense o f  neighborhood 
community occur more w i th in  s t a t u s  groups than  between l o c a l i z e d  groupings.  
S im ul taneously ,  t h e r e  i s  a c a re fu l  and s u s ta in e d  c u l t i v a t i o n  o f  the values 
o f  in d iv id u a l i s m ,  a c q u i s i t i v e n e s s ,  and occupational  achievement (Cox, 1981). 
Careers come before  f r i e n d s .  The neighborhood community, through a 
mechanism o f  a p p r e c i a t i n g - d e p r e c i a t i n g  home v a lu e s ,  becomes a s tepping  stone 
to  h ighe r  l e v e l s  o f  consumption el sewhere.
In a con tex t  o f  a convergence o f  soc ia l  and ind iv idua l  values 
systems t h e r e  i s  a d r iv e  to  e l im in a te  s o c i o - s p a t i a l  b a r r i e r s  by i n t e g r a t i n g  
1) r e s i d e n t i a l  and so c ia l  m o b i l i t y  and 2) the  rea l  e s t a t e  market  through 
in t e rv e n in g  i n s t i t u t i o n a l  fo rc e s  to  put  place-bound communities a t  r i s k .
For example, in s te ad  o f  a r rang ing  s a l e s  in fo rm al ly  with f r i e n d s - o f - f r i e n d s  
s e l l e r s  seek to  maximize p r i c e s  through the s e rv ic e s  o f  a p ro fe s s io n a l  rea l  
e s t a t e  broker  o r ,  a t  the  very l e a s t ,  by a d v e r t i s i n g  in the loca l  newspaper 
(Palm, 1979; Cox, 1981). The local  savings and loan i n s t i t u t i o n  r e o r i e n t s  
i t  com pet i t ive  and i n t e r a c t i o n  a c t i v i t i e s  away from the  immediate neighbor ­
hood and towards the  m e t ropo l i t an  a rea  and na t ion  as a whole (Slawson, 1981). 
As community becomes s epa ra ted  from p la c e ,  so the  m e t ropo l i t an  housing and
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f inance  markets  become more i n t e g r a t e d .  People in the neighborhood are  
in c r e a s in g ly  exposed to  i t s  v i c i s s i t u d e s  and i n s e c u r i t i e s .
Through i n s t i t u t i o n a l  p r a c t i c e s  l i k e  a d v e r t i s i n g ,  and p o l i c i e s  
favor ing  homeownership a v a s t  new s e rv ic e  market i s  opened which i s  enhanced 
by removing the  b a r r i e r s  posed by place-boundedness and by,  s im ul taneous ly ,  
c u l t i v a t i n g  the ind iv idua l  as a consumer. N ever the less ,  one e f f e c t  of  the 
i n t e r a c t i o n  o f  these  fo rces  i s  t h a t  neighborhoods a re  made obso le scen t ,  a 
process t h a t  i s  d i r e c t l y  c o n t ra ry  to the log ic  of  p lace  as community (Cox, 
1981). F inancia l  dec i s ions  regard ing  mortgage loans r e f l e c t  and i n t e n s i f y  
f u r t h e r  t h i s  e f f e c t .
So f a r  the  reason ing  sugges ts  then t h a t  r e s i d e n t i a l l y - l i n k e d  
phenomena are  more than the observed aggregate  consequences o f  p a s t  and 
p re s e n t  ind iv idua l  and i n s t i t u t i o n a l  deci sion-makers .  Two prob lemat ic  
aspec t s  a re  s i g n i f i c a n t .  The ( a g eo g rap h ica l ) lo g i c  o f  supply and demand, 
and the  p r i n c i p l e s  o f  p r o f i t  a p p ro p r ia t io n  c a l l  f o r  f u n c t i o n a l l y  e f f i c i e n t ,  
c e n t r a l i z e d  land use p a t t e r n s ;  but the p r iv a t e  ownership o f  urban land 
d i f f u s e s  or  d e c e n t r a l i z e s  land use (Roweis and S c o t t ,  1978). On the  o th e r  
hand,  land use and land value a l l o c a t i o n s  a re  not  determined s o l e l y  by 
in d iv idua l  compet i t ion  in  the  hous ing- f inance  market .  There i s  a r ec ip ro ca l  
s e t  o f  pub l ic  forces (S lawson,  1981; S c o t t ,  1980).
Contemporary government i n s t i t u t i o n s  occupy a sphere o f  c o l l e c t i v e  
ac t io n  t h a t  ope ra te s  to  p r o t e c t  the in d iv idua l  and to  minimize damaging 
c o n f l i c t s  among d i f f e r e n t  l e v e l s  o f  p r i v a t e  i n t e r e s t  ( S c o t t ,  1980; Dear and 
Cla rk ,  1978). C o n f l i c t  i s  most apparen t  on two l e v e l s .  F i r s t ,  con t roversy  
occurs a t  the neighborhood leve l  where housing and neighborhood change are  
d i r e c t l y  observab le .  Second,  beyond the neighborhood,  th e re  i s  a concern for
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i s su es  o f  t a x a t i o n ,  employment, i n f l a t i o n  and the funding of  c a p i t a l  p r o j e c t s  
( i . e . ,  f a c i l i t i e s  and improvements) and soc ia l  s e r v i c e s .  Decisional  o u t ­
comes have an e f f e c t  on r e s id e n t s  because the burden of  p ro v is ion  i s  s h i f t e d  
to them.
An economic a l l o c a t i o n  process  leads  away from conce n t ra t ion  and 
d i s p e r s io n .  A p o l i t i c a l  a l l o c a t i o n  process i s  c o n s ta n t ly  transfo rming  t h i s  
process  while i t  produces s im ul taneous ly ,  f u r t h e r  d e c e n t r a l i z a t i o n  due to the 
a l t e r a t i o n s  i t  makes to  the d i s t r i b u t i o n  o f  d i f f e r e n t i a l  r e s i d e n t i a l  
lo c a t io n a l  advantages.
Consider one case o f  urban public  po l icy  and p lann ing:  r e s i d e n t i a l  
pub l i c  po l icy -p lann ing  i n t e r v e n t i o n s  a re  temporary measures des igned as a 
r e a c t i v e  response to  p a s t  and p re s e n t  c i rcumstances .  As a consequence o f  the 
in h e re n t ly  r e s t r i c t e d  lega l  scope o f  the  p o l i t i c a l  s e c t o r ,  each s p e c i f i c  
round o f  i n t e r v e n t i o n  sparks  o f f  new types o f  ci rcumstances and pa tho log ies  
( S c o t t ,  1980). The a b i l i t y  to  con t ro l  l e g a l l y  the  observable  symptoms of 
the se  i s  pe rm is s ib le ;  but  they can never exp la in  and abo l i sh  the fundamental 
lo g i c  t h a t  produces them. Each time t h a t  r e s e a r c h e r  and l e g i s l a t o r s  
in te rvene  to a l t e r  a given predicament ,  the whole urban investment  s t r u c t u r e  
i s  moved forward to  a new time per iod and new s tage  o f  development where the 
s t r u c t u r a l  complexity i s  burdened with predicaments t h a t  begin to  manifes t  
themselves and demand y e t  f u r t h e r  rounds o f  i n t e r v e n t i o n ,  ca r ry ing  the  urban 
system forward to s t i l l  ano ther  more complex s tage  o f  development, and so 
on,  in r e p e t i t i v e  sequence ( S c o t t ,  1980).
I t  would be a mis take ,  however, to  be l ieve  t h a t  the in d iv idua l  i s  
mere machine responding to p o l i t i c a l  and economic fo rces  in a mechanical 
f a sh ion .  For example, s e l l i n g  a home in an area which i s  no longer  f a sh ionab le
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in o rde r  to buy in a rea s  where addresses  convey s t a t u s ;  or  s e l l i n g  where home 
values  a re  d ec l in in g  so as to  buy in to  areas  regarded as good investments  
(Cox, 1981). As a person comes to  regard  t h e i r  l i v in g  p la ce  as a commodity 
a f f e c t i n g  market c a p a c i t i e s  and in d iv idua l  consumption so th e r e  i s  inc reas ing  
resen tm en t o f  any t h r e a t  to  the  value o f  t h e i r  p roper ty  posed by ex te rna l  
fo rc e s  o f  i n t e r v e n t i o n .  Where the lo s s e s  th rea tened  a re  s u f f i c i e n t l y  la rg e  
c o a l i t i o n s  emerge in o p p o s i t i o n .  By im p l ic a t ion  the government i s  expected 
to  p r o t e c t  and s u s t a in  wealth accumulat ion and soc ia l  w e l l -b e in g .  These 
e x p ec ta t io n s  r e p re s e n t  value im pera t ives  t h a t  a r e ,  supposedly,  de f ined  by 
the  c i t i z e n s .  Legal means a r e  employed to  p rese rve  th e se  v a lu e s ,  even 
though the  values may not  r e f l e c t  n e c e s s a r i l y  those o f  the contemporary 
c i t i z e n r y .
The R e i f i c a t i o n  o f  Social  Values
The p u b l i c - p r i v a t e  p a r tn e r s h i p  e n t a i l s  a concern f o r  soc ia l  and 
economic values  under ly ing the  observab le  consequences o f  p o l i t i c a l  and 
economic d e c i s io n s .  T ra d i t io n a l  reason ing i s  d e t e r m i n i s t i c  and p o s i t i v i s t i c  
in  na tu re  (Slawson, 1981)13 Conceptua lizing proceeds
l^ S p a t i a l  economic determinism and p o s i t i v i s m  a re  fundamental 
micconceptions incorpora ted  in t o  contemporary economics. The former r e f e r s  
to  the  search  f o r  mathematical  fo rmula t ions  o f  how economic and lo c a t io n a l  
v a r i a b l e s  a r e  determined supposedly by o th e r s .  The l a t t e r  means the  use o f  
o b j e c t i v e  da ta  l i k e  p r i c e s ,  in  the  fo rm ula t ions .  For i n s t a n c e ,  a s e l l e r ' s  
value and reasons  f o r  s e t t i n g  a p r i c e ,  and the purpose behind a s u p p l i e r ' s  
a c t io n s  a re  normative or  s u b j e c t i v e .  This means i t  i s  d i f f i c u l t ,  i f  not 
im poss ib le ,  to  d isdern  the movements o f  p r ice s  w ithou t  unders tanding  the 
reason why people change p r i c e s .  Some reasons  l i k e  s t a t u s ,  envy,  f e a r ,  
i n s e c u r i t y ,  g reed,  custom and p a t r i o t i s m  are  p o s s ib le  cand ida te s  ignored 
by o b je c t iv e  measures.  S im i la r  in formation  could a id  in  unders tand ing the 
p r i c e  and income r e l a t i o n s h i p s  among p ro fess iona l  s e rv ic e s  and a s s i s t  in 
des igning  po l i cy  measures to  a l t e r  the  e x i s t i n g  s i t u a t i o n s .
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on the  idea t h a t  personal  l i f e  i s  an outcome o f  ind iv idua l  d e c i s i o n s .  A 
person i s  a f f e c t e d  by o th e r s  through economic fo rces  a r i s i n g  from the i n t e r ­
a c t i o n s  with o t h e r s .  This i s  a view o f  a s o c i a l l y ,  h i s t o r i c a l l y  and 
s p a t i a l l y  i s o l a t e d  autonomous person (Mollenkopf,  1981).
People may be independent ,  in te rdependen t  and i n d i f f e r e n t  as a 
consequence o f  some commodity exchange p rocess .  C r i t i c a l  the o ry  i s  quick to 
p o in t  ou t  t h a t  the  p r a c t i c e  o f  l i f e  i s  anchored in a soc ia l  o rde r  which 
l e g i t i m i z e s  c e r t a i n  so c ia l  b e l i e f s  o r  myths in p e o p le ' s  minds. Even s o c ie ty  
i t s e l f  i s  r e i f i e d  as an ac tua l  component o f  p e o p le ' s  everyday l i v e s .  One 
i l l u s t r a t i o n  i s  the  p r i v a t i s t i c  and com pe t i t ive  bases o f  hous ing-f inance  
r e l a t i o n s .
Over a per iod  o f  y e a r s ,  i n t e r p e r s o n a l  r e l a t i o n s  among consumers 
and s u p p l i e r s  in the  hous ing- f inance  market have become r e i f i e d  in terms of  
exchange va lues  as a s e t  o f  o b j e c t i v e ,  impersonal c o n d i t i o n s .  This  e f f e c t s  
s i g n i f i c a n t l y  s e l f - im age  and s e l f - e v a l u a t i o n  (Mollenkopf,  1981). In the  f i r s t  
i n s t a n c e ,  o b j e c t s  a r e  endowed with an exchange value s t a t u s  as well as a 
personal  use value s t a t u s .  The q u es t  f o r  inves tm en ts ,  p ro p e r ty ,  and home 
ownership r e f l e c t s  a d e s i r e  to  command exchange value s t a t u s .  In the second 
p la c e ,  people e v a lu a te  themselves as mediated by the  ev a lu a t io n  o f  o t h e r s .  
( In to  t h i s  l a t t e r  group th e r e  must be inc luded  persons and i n s t i t u t i o n s  t h a t  
a re  r e l a t e d  d i r e c t l y  to  the  hous ing- f inance  p r o c e s s . )  The idea t h a t  people 
use t h i n g s ,  as  a means o f  s e l f - e v a l u a t i o n  or  as  an express ion  o f  i d e n t i t y  
( e . g . ,  the  home), implies  people see o th e r  people as o b j e c t s .  This view i s  
p a r t i a l l y  a personal  c o n s t r u c t ;  but  i t  i s  a l so  a so c ia l  c o n s t r u c t  which 
people l e a r n  through i n t e r a c t i o n  with  o t h e r s .  This in t roduces  the  argument 
t h a t  people do not  exper ience  l i f e  in the  a b s t r a c t  co n tex t  of  mass s o c i e t y .
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Researchers ,  whether c r i t i c a l  or  o therwise  a re  not immune.
Knowledge i s  acqu i red  and people l i v e  in soc ia l  wor lds ,  in which meaning i s  
a t t r i b u t e d  to  a c t s  and even ts  through communication and i n t e r a c t i o n  with 
r a t h e r  l im i t e d  numbers o f  people .  In everyday l i f e  such soc ia l  worlds provide 
the  s e t t i n g  f o r  a d e f i n i t i o n  o f  m a te r ia l  needs and the  i d e n t i f i c a t i o n  o f  s t a t u s  
o b j e c t s .  The spread o f  the  p r a c t i c e  o f  the  personal  l i f e  can be e i t h e r  
enhanced o r  impeded depending on the  r e l a t i v e  i n s u l a t i o n  o f  the soc ia l  worlds 
from o u t s id e  in f lu e n c e s .
At the same t im e ,  i t  must be noted t h a t  em pir ica l  f in d in g s  on 
so c ia l  va lues  and b e l i e f s  a r e  only t e n t a t i v e .  For example,  survey re sea rch  
i n d i c a t e s  t h a t  ac ro s s  a range  o f  so c ia l  groups ( in  both North American and 
European c o u n t r i e s )  th e r e  i s  co n s id e ra b le  confus ion  and in c o n s i s t en cy  about  
values  and b e l i e f s  (Agnew, 1981). For i n s t a n c e ,  American r e s e a r c h e r s  f ind  
respondents  g e n e r a l ly  unable  to  a r t i c u l a t e  c l e a r  i n t e r p r e t a t i o n s  o f  var ious  
s o c ia l  i s s u e s  in an ide o lo g ic a l  c o n t e x t .  When asked to  exp la in  why they 
behave as they do,  people a r e  not  ab l e  to  do t h i s  and become very annoyed 
when ques t ioned  in t h i s  regard  ( C o l l i n s ,  1980).
The l i m i t e d  amount o f  r e s e a rc h  in t o  the  va lues  and b e l i e f s  of  
groups l i k e  p o l i t i c a l  l e a d e r s  and c o rp o ra t io n  execu t ive s  a l s o  po in t s  to  the 
e x i s t e n c e  o f  an ambiguous r a t h e r  than c l e a r l y  ordered personal  consc iousness .  
Conclusions then a re  t e n t a t i v e  because some resea rch  has found these  l eaders  
to  possess l e s s  fragmented and more c o n s i s t e n t  b e l i e f  systems (Agnew, 1981).
A vai lab le  evidence does s u g g es t ,  however, t h a t  only those  shar ing  
s o c i e t a l  power ( e . g . ,  r e s e a r c h e r s ,  p l a n n e r s ,  p o l i t i c i a n s ,  bus iness  execu t ives)  
need develop c o n s i s t e n t  v a lu e s ;  and t h a t  f ragmenta t ion  and in c o n s i s t en cy  in 
b e l i e f  systems on the  p a r t  o f  mass pub l i c s  help ensure  the  cont inuance  o f  the
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soc ia l  o rd e r  and preven t  the  emergence of  oppos i t iona l  ideo log ies  (Agnew,
1981).
The ro o t s  o f  some general  p rocess o f  r e i f i c a t i o n  a re  deep and 
d i f f i c u l t  to  a s c e r t a i n .  The c r i t i c a l  argument i s  t h a t  people come to  accep t  
what e x i s t s  as n e c e s s a r i l y  l e g i t i m a t e - - n o t  consc ious ly  as a r e s u l t  o f  moral 
r e f l e c t i o n  but un th ink ing ly  as a r e s u l t  o f  continuous involvement in every­
day l i f e .  Over severa l  genera t ions  t h e r e  has been an in c reas ing  acceptance 
o f  a v a r i e t y  o f  p r a c t i c e s  and p o l i c i e s  ( e . g . ,  p rope r ty ,  o b je c t iv e  inqu i ry )  
and an a c t i v e  framing o f  expec ta t ions  in re fe renc e  to an in c re a s in g ly  
dominant s e t  o f  soc ia l  meanings and va lues .  The values o f  homeownership 
and neighborhood community c o n t r i b u t e s  to  personal  well -be ing  in two ways. 
F i r s t ,  the  possess ion  of  a home in a d e s i r a b l e  neighborhood community o f f e r s  
a major phys ica l  o b j e c t  f o r  use as an i n d i c a t o r  o f  s t a t u s  and source o f  
personal  autonomy. Second, the  house i s  an exchange value in s o f a r  as i t  i s  
a commodity t h a t  can be bought and so ld .  To t h i s  ex t e n t  i t  i s  an express ion  
of  the  r e i f i c a t i o n  process in space and over t ime,  l ink ing  housing and 
f in an c e .  This i s  understood in terms o f  the  exchange value because the 
com modif iab il i ty  o f  the home as an investment u n i t e s  the  pas t  human and 
f inance  c a p i t a l  o u t l a y s ,  which went in to  bu i ld in g  the house,  in the form o f  
physical  c a p i t a l .  This c a p i t a l  serves  as a guaran tee o f  personal  independence 
and f u t u r e  s e c u r i t y .
R es iden t ia l  Disinvestment as a Geographical Phenomena
What then can be sa id  regard ing  r e s i d e n t i a l  di s inves tment?  To 
beg in ,va lues  o f  homeownership, proper ty  ( r i g h t s )  and neighborhood have an 
i n d i r e c t  a f f e c t  on lo c a t io n a l  d i f f e r e n t i a t i o n .  For example, people be l ieve  
t h a t  the  home and i t s  lo c a t io n  func t ion  not  only as a use value but as a source
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to exchange value,  usually  the most important s ing le  a sse t  of  family wealth.
As passive " so r te r  and arranger" of  uses ,  the land market spreads 
users out according to t h e i r  a b i l i t y  and wil l ingness  to pay, as in a l l  
conventional ( d i f f e r e n t i a l )  r en t - loca t iona l  models. This subsumes both the 
pull o f  cheap land and lower taxes in the suburbs and the push of high- 
priced land in the centra l  c i t y ,  due to concentra tion or to competition 
from higher-valued uses ( e . g . ,  o f f ice s  out-bidding manufacturing) (Rhind 
and Hudson, 1980). S im ilar ly ,  investment c a p i t a l ,  i s  dependent on a flow of 
mortgage cap i ta l  through the property development c i r c u i t  not only into 
housing, but a lso  the public in f r a s t r u c tu r e  and o ther  p r iva te  uses.  This is  
a t  l e a s t  con s i s ten t  with consumer demand from a use value perspective .  
Presuming these mechanisms function in a t  l e a s t  a neutra l  way ( i . e . ,  t h a t  
disinvestment i s  a t  l e a s t  p r o f i t a b l e ,  c ap i t a l  i s  moving and the government 
is  playing i t s  r o l e ) ,  c e r t a in  lending i n s t i t u t i o n  a t t i t u d e s  and behaviors 
are probably opera t ive .  What i s  s i g n i f i c a n t  is  the ac t ive  way in which the 
i n s t i t u t i o n s  in tervene and t ransmit  investment through land development 
process and in so doing give r i s e  to  disinvestment.  Pa r t i c ipan ts  influence 
demand by land speculation and d i re c t in g  mortgage cap i ta l  flows (Walker,
1981).14
The finance sec to r  i s  very re levan t .  Infrequent ly  e laborated in 
the l i t e r a t u r e ,  i t  is  s ig n i f i c a n t  because i t  e n t a i l s  both an economic and 
a socia l  r e l a t i o n .  The mortgage money c i r c u i t  i l l u s t r a t e s  how the investors
14band specula tion has been a hallmark of  American u rban iza t ion ,  
equalled nowhere e lse  in the advanced c a p i t a l i s t  countr ies  un t i l  the recent 
pas t .  What i s  loosely known as land specu la t ion—where i t  i s  not merely a 
p e r jo ra t iv e  fo r  land investment—cons is t s  of  two ac t ive  fo rces:  the 
manipulation of land and land uses to  c rea te  ren ts  ( the main source of p r o f i t s  
in property investment) and s e l f - s u s ta in in g  property bubbles. The former 
f a l l s  in to  th ree  ca tegor ies :  the d i re c t in g  of  users ,  i n f r a s t r u c tu r e ,  and
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p r e f e r  to re c e iv e  p r o f i t s ,  not  in terms o f  commodities but in terms o f  money. 
One reason i s  because the i n v e s t o r  o r i g i n a l l y  advanced money c a p i t a l .  I t  i s  
e s s e n t i a l  f o r  the money user  ( e . g . ,  l end ing i n s t i t u t i o n )  to  recover  the 
i n i t i a l  expendi tu res  plus a p r o f i t  in monetary terms.  A f te r  t h i s  recovery  
the  u se r  i s  f r e e  and the  i n v e s t o r  may reuse  the  money d i r e c t l y  by in v e s t in g  
in the same a c t i v i t y ,  some o t h e r  a c t i v i t y ,  o r  i n d i r e c t l y  by purchasing goods 
and s e r v i c e s .
The a n a l y s i s  o f  physical  c a p i t a l  and /o r  and improvements to  i t  
a s s o c i a t e d  with product ion  and consumption o f  housing r ev ea ls  a t  l e a s t  one 
c o n t r a d i c t i o n  (Harvey, 1978). On the  one hand, physical  c a p i t a l  enhances 
the  p r o d u c t i v i t y  in tu rn  c o n t r i b u t i n g  to  the accumulat ion o f  c a p i t a l .  On 
the o th e r  hand, i t  i s  an observab le  exp res s ion  o f  a use -va lue  which i s  con­
v e r ted  in t o  an exchange-value ( i . e . ,  home and p roper ty  as physical  a s s e t s ) .  
What does t h i s  c o n t r a d i c t i o n  s ig n i f y ?
The exchange value on a home i s  con ta ined  in the  ac tua l  use value 
which can be recouped only by s u s t a i n i n g  the  use value th roughout the d u ra t io n  
o f  the home and o f  the  mortgage loans .  As a use-va lue  the f ixed  c a p i t a l  
cannot  r e a d i l y  be changed.  I t  tends  to  c o n s t r a i n  p r o d u c t i v i t y  a t  a c e r t a i n  
lo c a t io n  in  space and t ime.  For example,  when new and more produc t ive  f ixed  
c a p i t a l  i s  produced ( e . g . ,  new suburban housing) before  the  old i s  o b s o l e t e ,  
the exchange value with the old ( e . g . ,  in n e r  c i t y  housing) i s  devalued .  The 
deva lua t ion  o f  investment  c a p i t a l  in th e  b u i l t  environment need not  neces­
s a r i l y  d e s t ro y  the  use values which comprise the  b u i l t  environment.  The use ,
bu i ld ings  toward o n e ' s  own p rope r ty  ( f o r  d i f f e r e n t i a l  r e n t s ) ,  the  c r e a t i o n  
o f  a r t i f i c i a l  s e c u r i t y  ( fo r  m o n o p o l i s t i c ,  ab s o lu t e  r e n t s ) ,  and the 
r e d i s t r i b u t i o n  o f  s t a t e  revenues and r e l a t e d  phenomena ( r e d i s t r i b u t i o n a l  
r e n t s )  (Walker, 1974).
124
however, must be revalued  as f ixed  c a p i t a l  so as to func t ion  as a new 
commodity, as  in the  process  o f  r e v i t a l i z a t i o n  or  g e n t r i f i c a t i o n .  Res is tance  
to t h i s  d eva lua t ion  would check the  in c re a s e  in p r o d u c t i v i t y  and r e s t r i c t  
f u r t h e r  c a p i t a l  accumula t ion.  To overcome t h i s  the p u r s u i t  o f  new and more 
p roduc t ive  forms o f  f ixed  c a p i t a l  i s  under taken in the suburbs,  d i r e c t e d  by 
the  search  fo r  a r e l a t i v e  su rp lu s  v a lu e ,  thus  a c c e l e r a t i n g  the deva lua t ions  
o f  o ld e r  homes and neighborhoods.
The r o l e  o f  f i n a n c ia l  i n s t i t u t i o n s  i s  magnified because they  are  
a l i n k  among va r ious  economic s e c t o r s  in space and over t ime.  In the  long 
run ,  a process  o f  r e s i d e n t i a l  d e c e n t r a l i z a t i o n  takes  p lace  which involves  
an a l t e r a t i o n  o f  the  d i f f e r e n t i a l  f e a t u r e s  o f  f ix e d ,  human and f inance  
c a p i t a l .  For example,  techno log ica l  and i n f r a s t r u c t u r a l  a l t e r a t i o n s  
b i f u r c a t e  the  geographical  s t r u c t u r e  o f  land use in to  many d i f f e r e n t  c a p i t a l  
e x t e n s iv e  and c a p i t a l  i n t e n s iv e  i n t r a - m e t r o p o l i t a n  c e n t e r s .
As c a p i t a l  i n t e n s i f i c a t i o n  proceeds forward through t ime and over 
space ,  and as th e  leve l  o f  income and s c a le  o f  home ownership expands,  
mortgage c a p i t a l  expands co r respond ing ly  in  q u a n t i t y .  As the q u a l i t y  o f  
housing and neighborhood communities becomes s t a n d a rd i z e d ,  the homogeneity 
o f  mortgage money does not  n e c e s s a r i l y  pursue a s i m i l a r  f a t e .  Mortgage 
money i s  advanced on the  bas i s  o f  income.
The p roper ty  i n v e s t o r - - a p p e a r in g  in various  guises  as housing 
deve loper ,  landowner, shopping c e n t e r  b u i l d e r ,  t r a n s i t  l i n e  owner, or  
i n d u s t r i a l i s t - - o p e r a t e s  where the  c i t y  i s  being most a c t i v e l y  co n s t ru c ted  
under a p r i n c i p l e  o f  ( p r o f i t )  maximization.  This may be achieved simply by 
c o r r e c t l y  a n t i c i p a t i n g  the  market:  buying cheap la nd ,  and w ait ing  f o r  the 
c i t y  to  provide  the pub lic  i n f r a s t r u c t u r e .  By the app a re n t ly  pass ive  a c t  of
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w a i t in g ,  o f  i d l i n g  land u n t i l  i t  i s  r i p e  fo r  development,  p roper ty  in v e s to r s  
e i t h e r  fo rce  up land values  by c r e a t i n g  a r t i f i c i a l  s c a r c i t y ,  o r  by fo rc ing  
o t h e r  d eve lope r s ,  u s e r s ,  and the pub l ic  i n f r a s t r u c t u r e  to jump over t h e i r  
i d l e  la nds .  In s tead  o f  w a i t ing  q u i e t l y ,  however, some proper ty  developers  
work a c t i v e l y  to  pull  and push land use a c t i v i t i e s  throughout the  c i t y .
They can do t h i s  in severa l  ways: 1) by d i r e c t l y  drumming up demand, ( e . g . ,
s e l l i n g  s u b u rb ia ) ;  2) by c r e a t i n g  a focus with mutually  r e in f o r c in g  
advan tages ,  as  i s  done by big i n d u s t ry  or  big shopping mall deve lopers ;
3) by in f lu e n c in g  i n f r a s t r u c t u r a l  arrangement l i k e  t r a n s i t  l i n e s ,  highways 
and sewer l i n e s ;  and 4) by underp r ic ing  s e rv ic e s  ( e . g . ,  f l a t - r a t e  charges 
to every l o c a t i o n )  (Walker, 1981).
P roper ty  investment a l s o  has an e f f e c t  on th e  c e n t r a l  c i t y  the  
o th e r  main locus o f  housing and f i n a n c ia l  a c t i v i t y .  T r a d i t i o n a l l y ,  land 
va lues  have been i n f l a t e d  near  the  c e n t e r ,  owing to  m onopol is t ic  behavior ,  
i d l e  la nd ,  mutually  r e i n f o r c i n g  e x p ec ta t io n s  and p e r io d i c  investment booms. 
These drove u s e r s ,  who might  o the rw ise  be ab le  to pay fo r  c e n t r a l  space ,  to 
look el sewhere.
Where in n e r  c i t y  r e s i d e n t i a l  d i s t r i c t s  a re  cons idered  marginal and 
r i s k y  inves tm en ts ,  o r  where no convers ion  to  h igher  uses i s  imminent and 
investmen t funds a re  consc ious ly  w i thhe ld ,  the  p u r s u i t  o f  exchange value by 
a l l  p rope r ty  owners makes i t  d i f f i c u l t  to  c o n s t r a in  the  encroachment o f  non- 
r e s i d e n t i a l  uses .  People a re  coerced in to  f ind ing  r e s i d e n t i a l  enclaves of  
exc lu s ion  and s t a b i l i t y .  The a c t i o n s  o f  l a rg e  p rope r ty  i n v e s t o r s ,  p a r t i c u l a r l y  
th e  i n s t i t u t i o n s  which f inance  most p roper ty  t r a n s a c t i o n s ,  compound the 
genera l  e f f e c t  e i t h e r  by wi thhold ing  funds from poor a rea s  ( e . g . ,  inne r  c i t y  
neighborhoods) o r  by a l l o c a t i n g  funds f o r  neighborhood conversion.
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This means the inne r  c i t y  d is inves tm en t  and suburban investment 
p rocesses  a re  i n t im a te ly  r e l a t e d  in space and t ime.  The va lue  o f  p r o f i t ­
a b i l i t y ,  in f luences  mortgage le nders  such t h a t  they in v e s t  s y s t e m a t i c a l l y  
mortgage money in the p r o f i t a b l e  neighborhood communities and land uses while 
they d i s i n v e s t  s imul taneously  in o th e r  communities and o th e r  land use 
a c t i v i t i e s .  Such a process  i s  s e l f - r e i n f o r c i n g .  For example, as poor inne r  
c i t y  neighborhoods d e t e r i o r a t e ,  suburbs p rosper ;  and converse ly  as suburbs 
d e c l in e ,  so undoubtedly wil l  the  amount o f  mortgage money as i t  i s  s h i f t e d  
elsewhere ( e . g . ,  to  inne r  c i t y  and non-metropo li tan  a r e a s ) .
Elements o f  a Geographic Model o f  Disinvestment
The t h e o r e t i c a l  s t r u c t u r e  proposed above to  exp la in  r e s i d e n t i a l  
d is inves tm en t  i s  in no sense complete and d e f i n i t i v e .  P r o v i s io n a l ly ,  the  
f a b r i c  o f  a theo ry  o f  urban-suburban r e s i d e n t i a l  d is inves tm en t  behavior ,  i s  
provided ;  but th e re  remain some noteworthy conceptual  and methodological  
problems.  The loose  amalgam o f  p ro p o s i t i o n s  e n t a i l s  no red u c t io n  in the  
emphasis placed on empirica l  i n v e s t i g a t i o n s .  In f a c t  i t  a t tem pts  to 
sy n th es iz e  and i n t e g r a t e  the  two p e r s p e c t iv e s .  This f in a l  s e c t io n  e l a b o ra te s  
on the  components o f  a geographic model founded on such a s y n th e s i s .
A typ ica l  a n a l y s i s  of  urban s p a t i a l  s t r u c t u r e  a l r e a d y  c a r r i e s  with 
i t s e l f  a formidable burden o f  fundamental th eo ry  dominated by economics.
This theory  e x i s t s  a t  d i f f e r e n t  l e v e l s  of  a b s t r a c t i o n ,  o f  .which the neighbor­
hood i s  probably the  lowest .
Most models founded on t h i s  the o ry  i n v e s t i g a t e  i n t e r r e l a t i o n s  among 
manufactur ing,  public  s e c t o r ,  and r e s i d e n t i a l  land use change.  They do not 
r e f l e c t ,  however, the  soc ia l  and s p a t i a l  p rocesses ,  conce iving of  the se
127
only in terms of  e x t e r n a l i t i e s  and d i s t a n c e  from a c e n t r a l  p o in t .  Moreover 
they  ignore the  temporal p rocesses  ope ra t in g  in the  urban landscape .  In 
g e n e ra l ,  the  models a re  func t iona l  accounts t h a t  a re  l a r g e l y  u n t e s t e d ,  and 
which a re  i n s e n s i t i v e  to  urban po l i cy  and planning  o b j e c t i v e s .  F requen tly ,  
the models a re  i n t e r e s t e d  in consumer o r  ind iv idua l  choice and /or  demand, 
de-emphasizing the  supply s ide  and the i n t e r a c t i o n  between supply and demand.
In p a r t  th e se  d i f f i c u l t i e s  a re  due to  the  m u l t i p l i c i t y  and d i v e r s i t y  
o f  p rocesses  ope ra t ing  on and through the  urban ( r e s i d e n t i a l )  landscape .  
Current  models say l i t t l e  about  the under ly ing  processes  themselves because
th e se  models a re  e s s e n t i a l l y  s t a t i c  d e s c r i p t i o n s  o f  the landscape .  In
a d d i t i o n ,  the  models a re  founded on a non-dynamic theory  o f  human behavior.
Not only a re  the p rocesses  complex, but t h e i r  a f f e c t ( s )  vary in 
space and over t ime.  Some processes  a re  con t inuous ,  o th e rs  a re  cumulat ive 
and mutua lly  r e in fo rc in g  and s t i l l  o th e r s  a re  independent .  Each process has 
i t s  own d i s t i n c t  log ic  with a unique s p a t i a l  geometry,  r e f l e c t i n g  d i f f e r e n t  
s p a t i a l  covar iances  ev iden t  over a l im i t e d  range o f  s p a t i a l  agg rega t ions .
At t h i s  j u n c tu r e  i t  i s  b e n e f i c i a l  to  summarize some o f  the  
components of  the  model, to  suggest  some v a r i a b l e s  corresponding to  the se  
elements and to  propose some problems f o r  f u t u r e  i n v e s t i g a t i o n .  Each of  
t h e se  i s  d iscussed  in t u rn .
In the orthodox p e r s p e c t iv e ,  a process of  neighborhood d e c l in e  and 
d i s inves tm en t  o r i g i n a t e s  with lowered ex p ec ta t io n s  of  r e t u r n .  Real e s t a t e  
investments y i e l d  a r e tu rn  from th r e e  p r in c ip a l  sources :
1. c a p i t a l  a p p re c ia t i o n  o f  the  housing s tock ,
2. tax  s h e l t e r s  through d e duc t ions ,  p a r t i c u l a r l y  d e p r e c i a t i o n ,
and
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3. p o s i t i v e  cash f lows.
In a d e c l in in g  neighborhood c a p i t a l  a p p r e c i a t i o n  i s  minimal and b u i ld ings  
a re  almost  complete ly  d e p rec ia te d  so t h a t  the r e tu r n  i s  s h i f t e d  g ra d u a l ly  to  
cash flows a lone .  During the  i n i t i a l  s t a g e s  o f  d e c l in e  cash flows are 
lowered e i t h e r  through revenue r e d u c t io n s ,  which in d i c a t e  demand i s  s o f t e n e d ,  
o r  through in c re a s e s  in the c o s t  of  supplying housing s e r v i c e s .
The ac tua l  demand s ide  fo rces  which p r e c i p i t a t e  d e c l in e  and 
d is inves tm en t  a re  enumerated as fo l lows:
1. Demand s o f ten ing  i s  encouraged by a v a r i e t y  o f  exogenous 
c o n d i t io n s  which can be e i t h e r  pull  f a c t o r s  ( i . e . ,  the  p o s i t i v e  
c o n d i t io n s )  o r  push f a c t o r s  ( i . e . ,  n ega t ive  i n t e r n a l  c o n d i t i o n s ) .
2. Reduced demand r e s u l t s  in  f i l t e r i n g  causing u n i t  r e n t s  and 
p r i c e s  to  d e c l in e  to  l e v e l s  which a re  a f fo r d a b l e  by the  poor.
3. On th e  supply  s id e  in c re a s e s  in  c a p i t a l  and o p e ra t in g  c o s t s ,  
which a f f e c t  the  cash flows o f  the  p rope r ty  owner-1andlord in tu rn  
a f f e c t  the  cos t  o f  supplying a u n i t  o f  housing s e r v i c e s .
For a p a r t i a l  l i s t i n g  o f  the  v a r i a b l e s  in  ques t ion  see Table 1.
In the  c r i t i c a l  p e r s p e c t iv e  the  d e c l in e  process  may begin in a 
white neighborhood where s p e c u l a t o r s ,  p ro p e r ty  owners and f i n a n c i a l  
i n s t i t u t i o n s  a r e  assumed to  coopera te  to  e x p l o i t  low income markets  by 
c r e a t i n g  an environment wherein r a c i a l  t r a n s i t i o n  i s  t a k in g  p la ce .  Lenders 
encourage the  t r a n s i t i o n  through the  underw r i t ing  o f  government insured  or  
guaran teed  loans .
Conventional  le nders  c r e a t e  a f i n a n c i a l  vacuum in which h ig h - c o s t ,  
sh o r t - t e rm  mortgages p r e v a i l .  Gradually ,  l e nde r s  a re  ab le  to  withdraw t h e i r  
c a p i t a l s  by:
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1. r e s e l l i n g  the  loans in the  secondary market while con t inu ing  
to  make some p r o f i t s  by s e rv ic in g  a c o n t r a c t ,  or
2. acq u i r in g  the  proceeds o f  government insurance  claims upon 
d e f a u l t .
Once the d e c l in e  process  i s  s t a r t e d ,  i t  becomes s e l f - g e n e r a t i n g .  
Neighborhoods,  p a r t i c u l a r l y  wi th in  the inne r  c i t y ,  which have undergone 
r a c i a l  t r a n s i t i o n  lo s e  t h e i r  upwardly mobile r e s i d e n t s  as a r e s u l t  o f  
housing s tock  tu rn o v e r .  Lack o f  f i n a n c i a l  suppor ts  r e s u l t s  in a c c e l e r a t e d  
d e t e r i o r a t i o n  p e rp e tu a t in g  low income housing shor tages  and genera t ing  a 
demand fo r  low income households to  move in to  th e se  t r a n s i t i o n a l  ne ighbor­
hoods. This p r e c i p i t a t e s  d e c l in e  while  s u s t a in in g  a f low o f  c a p i t a l  to  
p rope r ty  owners,  l a n d lo rd s  and lending  i n s t i t u t i o n s .
The ques t ion  o f  d i s in v e s tm en t  i s  in t roduced r e p r e s e n t a t i o n a l l y  in 
F igure  2. Within m e t ro p o l i t a n  space ,  t h e r e  e x i s t  both a popula t ion  m a t r ix ,  
and a resource  m a t r ix .  The p r e c i s e  r e l a t i o n s h i p  between th e se  two d i s t r i b u ­
t i o n s  i s  r a t h e r  problematic  however. As y e t ,  most s tu d ie s  have concen t ra ted  
s o l e l y  upon one a s p e c t  o f  l o c a t i o n :  e i t h e r  re sources  to  popu la t ion ,  or
popu la t ions  to  r e s o u rc e s ,  but  not both s im ul taneously .
To begin with the  d i s t r i b u t i o n  o f  p o p u la t io n ,  r e s i d e n t i a l  l o c a t i o n ,  
neighborhood change,  and d i s in v e s tm en t  invo lve some ques t ion  o f  c l a s s  
r e l a t i o n s .  Disinves tment  may be unders tood v ia  the  con tex t  o f  neighborhood 
s paces ,  which a re  simply s p a t i a l  r e p r e s e n t a t i o n s  o f  the  housing sub-market s ,  
owner-occupat ion,  p r i v a t e  r e n t a l  housing.  For t h i s  reason ,  d i s inves tm en t  i s  
an a r t e f a c t  of  p roduction  due to  the  s o r t i n g  undertaken by the  housing market .
The c i t y  i t s e l f  i s  a complex, organ ized  s p a t i a l  form b u i l t  by a 
web o f  p r i v a t e  and pub l ic  s e c t o r  i n s t i t u t i o n s  which pursue d i f f e r e n t  economic
Demand - Side Forces
Influences on r e l a t i v e  a t t r a c t i v e n e s s  of  
suburbs and cen t ra l  c i t y :
A. Pull Factors ( to  suburbs)
1. a v a i l a b i l i t y  of  new housing.
2. movement o f  jobs and industry  
from core.
3. e a s ie r  a c c e s s i b i l i t y  to  work 
and shopping in suburbs.
B. Pull Factors (from cen t ra l  c i t y )
1. inc rease in crime.
increases  in a i r  p o l lu t ion .
TABLE 10
Supply - Side Factors
2 .
3.
4.
in t rus ion  of  nonconforming 
uses.
dis inves tment  by government: 
serv ices  l e v e l s  dec l ine ,  
decreased public s a fe ty ,  
fewer new public f a c i l i t i e s .
Rela t ive  increase  in c ap i ta l  opera t ing  cos ts  
a ssoc ia ted  with:
1. maintenance and r e p a i r  co s t s  caused 
by aging,  physical obsolescence,  
vandalism, t h e f t s  (which increase  
u n i t  labor and marketing cos ts )  and 
rap id  turnover  (which increases  
r e fu rb ish ing  c o s t s ) .
2. fuel c o s t s ,  making i t  more expensive 
t o  heat  o ld e r ,  h igh -ce i l inged ,  poorly-  
in su la ted  s t r u c t u re s .
3. f i r e - t h e f t  insurance becomes expensive 
or  unavai lab le  to r e f l e c t  higher r i s k .
4. property taxes may be high because 
of  a lag in reassessment of  non­
ap prec ia t ing  markets or  assessment
on the basis  of  another  use considered 
the h ighe s t -bes t  use.
5. mortgage r a t e s  may be higher because 
of  higher perceived r i s k s  of  d e f a u l t .
Wo
change in poor composition.
Production-Consumption P o l i t i c a l  Allocat ion
\  /
Populat ion Property
Disinvestment/
Investment
Financial
Resources
Socio-Economic
D if f e r e n t i a t i o n
D is t r ibu t ion  of  P r iva te  
Financial  Capital
Neighborhood
Space
FIGURE 2: Populat ion and Resources in r e l a t i o n  to  Neighborhood Space.
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and p o l i t i c a l  o b j e c t i v e s .  R es iden t ia l  d i s inve s tm en t  behav ior e n t a i l s  a 
l inkage  to  the  a n a l y s i s  of  the  c a p i t a l  accumulat ion p ro ces s ,  p a r t i c u l a r l y  
through the  i n s t i t u t i o n a l  p o l i c i e s  o f  housing and f inance .  These 
o rg a n iz a t io n s  assemble and t ransform resources  t o  achieve  expanding 
produc t ion ,  exchange,  and p r o f i t  ( i f  they  a r e  in  the p r i v a t e  s e c t o r ) ,  or 
usefu l  but  not n e c e s s a r i l y  marketab le  goods and s e rv ic e s  ( i f  they  a re  public  
or  n o n - p r o f i t ) .
At the in t r a u rb a n  l e v e l ,  r e source  inpu t s  a re  r e l a t e d  to  soc ia l  
o u tp u t s .  Probably th e  most impor tant  p o in t  i s  t h a t  r e sources  a re  d i s t r i b u t e d  
f r e q u e n t ly  in  ways t h a t  have s p a t i a l  consequences;  but s p a t i a l  v a r i a t i o n s  in 
need should a l so  be cons idered .  An example o f  t h i s  i s  found where a l l o c a t i o n  
p o l i c i e s ,  which a re  s p ace le s s  in fo rm u la t io n ,  p lay  a major r o l e  in  d i r e c t i n g  
c e r t a i n  types  o f  household (such as s i n g l e - p a r e n t  f a m i l i e s )  and r a c i a l - 
e thn ic  groups to  the  inne r  a r e a s ,  and then l i m i t i n g  t h e i r  a b i l i t y  to  move 
away.
Included in t h i s  a n a l y s i s  i s  th e  changing r o l e  and s t r u c t u r e  o f  
bus iness  e n t e r p r i s e s  and l o c a l ,  s t a t e  and f ede ra l  government. These demand 
ca re fu l  a n a l y s i s  because how they i n t e r a c t  to  overcome t h e i r  problems i s  not 
always n o t i c e a b l e .  For example, in the  p a s t  and even more r e c e n t l y ,  
i n s t i t u t i o n s  have been used t o  reo rg an ize  lo c a l  government. These i n s t i t u t i o n a l  
changes a l t e r  the behavior ( e . g . ,  r e l a t i v e  power) o f  d i f f e r e n t  so c ia l  groups ,  
while p o l i c i e s  l i k e  r e i n d u s t r i a l i z a t i o n  and r e v i t a l i z a t i o n  a f f e c t  the 
behavior o f  in v e s t o r s  a t t r a c t i n g  them away from neighborhoods and even the 
hous ing- f inance  s e c t o r .
J u s t  as the  broader  o u t l i n e s  o f  th e  accumulat ion process  shape and 
c i rcumscr ibe  i n s t i t u t i o n a l  s t r u c t u r e s ,  so the  mosiac o f  such s t r u c t u r e s  make
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up the  c i t y  and e s t a b l i s h  the parameters  f o r  a t h i r d  a n a l y t i c a l  concern: 
p o l i t i c a l  a l l i a n c e  fo rmat ion ,  m o b i l i z a t i o n ,  and c o n f l i c t .  Research on 
p o l i t i c a l  movements and a l l i a n c e s  i s  r a r e l y  based on s t r u c t u r a l  d i s t i n c t i o n s  
in any c l e a r  way. I n s te a d ,  p o t e n t i a l  p o l i t i c a l  a l l i a n c e s  and t h e i r  
under ly ing  values  a re  hard ly  eve r  l i nked  to  the  ope ra t io n  o f  public  and 
p r i v a t e  i n s t i t u t i o n s .  In some r e s p e c t s ,  p o l i t i c a l  i n t e r e s t s  a re  def ined  by 
government ( r a t h e r  than the  reve r se  which i s  t r a d i t i o n a l l y  assumed).  For 
i n s t a n c e ,  pub li c  housing tenants, neighborhood a s s o c i a t i o n s ,  municipal s e rv ic e  
r e c i p i e n t s ,  and urban p roper ty  owners. These groups f in d  t h e i r  p o l i t i c a l  
vocabulary in the  language o f  program des ign ,  forms o f  p a r t i c i p a t i o n ,  and 
c o n s t i t u t i o n a l  a u t h o r i t y .  Over t ime,  the  i n t e r e s t s  and a l l i a n c e s  congeal 
in to  f ixed  p o l i t i c a l  and economic r e l a t i o n s  which may even become i n s t i t u ­
t i o n s  ( e . g . ,  neighborhood a s s o c i a t i o n s ,  r ea l  e s t a t e  agenc ie s ,  lending 
i n s t i t u t i o n s ,  a d v e r t i s i n g  f i rm s) .  The wide a r r a y  of  o rg a n iz a t io n s  e x e r t  
t h e i r  own p e c u l i a r  impact;  e n t r e p re n e u r s h ip ,  brokering and n e g o t i a t i n g ,  
i n t e r e s t  marke ting and o rg a n iz a t io n a l  maintenance a l l  c o n t r i b u t e  a spec ia l  
f l a v o r  to  l a r g e r  p o l i t i c a l  t e n s i o n s .  At the  same t ime they  i n t e r n a l i z e  the  
l a r g e r  t e n s io n s  t o  a c o n s id e ra b le  degree as do the  urban development agenc ies .  
In t h i s  connec t ion ,  ana lyse s  o f  t h e i r  r e source  base and the  way i n s t i t u t i o n s  
a l l o c a t e  them, t h e i r  source  o f  l e g i t im acy  and the  c o n s t i t u e n c i e s  to  which 
they respond a re  p r i n c i p l e  concerns in unders tanding  p o l i t i c a l  a l l i a n c e s  and 
t h e i r  r e l a t i o n s  to  d is inves tm en t .
F i n a l l y ,  t h e r e  i s  the  leve l  o f  the  ind iv idua l  consumer-supplie r:  
how people i n t e r a c t  with each o th e r  on a day- to -day  b a s i s .  The network of  
s o c i a l ,  economic and p o l i t i c a l  t i e s  i s  obv ious ly  shaped by a l l  the  p rev ious ly  
mentioned l e v e l s ,  f o r  people i n t e r a c t  on the  ba s i s  o f  where they  l i v e ,  where
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they  work, which soc ia l  s tra tum (with a t t e n d a n t  c u l t u r e )  they belong t o ,  and 
which i n s t i t u t i o n s  they  j o i n  (whether by n e c e s s i t y  or  c h o ic e ) .  In d i s t i n c ­
t i o n  to  h igher  l e v e l s ,  the se  a t t r i b u t e s  a re  not determined im personal ly .  
People can and do take  a hand shaping t h e i r  own t i e s ;  but s o c i e t y ,  opera t ing  
through th e  i n s t i t u t i o n s  c i rcumscr ibe  t h i s  a b i l i t y ,  sometimes i t  does not 
complete ly  succeed.  Even in the  worst  o f  c a s e s ,  new connect ions  have always 
been p o s s i b l e .  For i n s t a n c e ,  the  urban development p a t t e r n s  broke down 
k insh ip  p a t t e r n s ,  r e l i g i o u s  a s s o c i a t i o n s ,  and f ixed  s t a t u s  groups,  opening 
th e  way f o r  new s e l f - c r e a t e d  soc ia l  r e l a t i o n s .
I t  i s  very d i f f i c u l t  to  a s s e s s  both the  popula t ion  and resource  
m a t r ice s  t o g e t h e r .  E i th e r  a s t a t i c  popula t ion  i s  assumed, to  which resources  
and f a c i l i t i e s  a r e  s u p p l i e d ,  o r  e l s e  a s t a t i c  resource  base i s  assumed with in  
which popu la t ion  movements occur .  This approach though simply sugges ts  t h a t  
those  households which a r e  most mobile may buy t h e i r  way in to  the  a reas  
where the  b e s t  r e sou rces  ( e . g . ,  the  most modern schools )  a re  lo c a te d .  The 
problem with t h i s  a n a l y s i s  i s  t h a t  i t  g r e a t l y  underes t imates  the  a b i l i t y  of  
p a r t i c u l a r  groups to  manipula te the  process  o f  p rov is ion  in favour of  
p a r t i c u l a r  l o c a l i t i e s .
In the  m e t ro p o l i t an  c o n te x t ,  t h e r e  a re  d i f f e r e n t  types of  behavior 
and p r a c t i c e s  which e n t a i l  va lues  t h a t  a r e  no t  unders tood and accep ted ,  
u n i v e r s a l l y .  Values,  both personal  and s o c i a l ,  e n t e r t a i n  c e r t a i n  ideas on 
th e  na tu re  o f  and r e l a t i o n s h i p ( s )  among man, s o c i e t y  and the  environment.
Some o f  t h e s e  ideas  a r e  t r a n s m i t t e d ,  h i s t o r i c a l l y ,  to  become a component of  
contemporary behavior.
The o p p os i t ion  o f  the use and exchange va lues  ( in  the  dual value 
form) e s t a b l i s h e s  a c o n t r a d i c t i o n ,  s pec i fy ing  th e  i n t e g r i t y  o f  two s e t s  of
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values  which ground the ideal  meaning o f  housing and neighborhood community 
in the conc re te  exper iences  of  hous ing- f inance .  R es iden t ia l  land use and 
d is inves tm en t  a re  l inked  to  the a c t o r s  re spons ib le  f o r  the c r e a t i o n  of  
s p a t i a l  d i f f e r e n t i a t i o n ;  and the ind iv idua l  i s  connected to  so c ia l  a c t ion  
v ia  the  commodity a spec t s  o f  a home and a neighborhood community. This i s  
one d i s t i n c t  type  o f  d i a l e c t i c  h e r e a f t e r  r e f e r r e d  to  as a m i c r o - d i a l e c t i c ,  
which i s  one s e t  o f  observable  o p pos i te s  used to  measure neighborhood 
committment and d i s inves tm en t  (See Tables 11, 12, and 13) (Hampden-Turner, 
1982).
TABLE 11
MEASURES OF NEIGHBORHOOD COMMITMENT
A. Indiv idual  and Household C h a r a c t e r i s t i c s
R a c ia l - e th n ic  composit ion
Income
Education
Occupation
% Owner-occupied households 
Vacancy r a t e  
% E lder ly  households 
Membership in vo lun ta ry  a s s o c i a t i o n s  
% Public Housing
B. Financial  Cons idera t ion
Ind ividua l  c r e d i t  h i s to r y
D i f f i c u l t y  o f  female household heads o b ta in in g  loans 
Proper ty  va lues  o r  house p r i c e s  
Rent l e v e l s  
Age o f  housing
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TABLE 12 
MEASURES OF INVESTOR COMMITMENT:
A. Property  Owner Behavior in a Given Neighborhood
% Absentee ownership
°lo S ing le - fam i ly  and m u l t i - f a m i ly
Conversion o f  s in g le - fa m i l y  to  m u l t i - f a m i ly  u n i t s
N on- res iden t i a l  land use
Landlord c h a r a c t e r i s t i c s :  income, educa t ion ,  e t h n i c i t y  
Turnover in owner-occupied loans
B. Lender Behavior in  a Given Neighborhood
Mortgage to  d e p o s i t  r a t i o
Propor t ion  o f  loan a p p l i c a t i o n s  accep ted
% co n v e n t io n a l ly  f inanced  home s a l e s
% lending  i n s t i t u t i o n s  a c t i v e  in the  neighborhood
% non-conventional  lenders  ( i . e . ,  in d i v id u a l s  and 
o th e rs  o u t s id e  the  S & L and banking system)
Financia l  i n d i c a t o r s :  i n t e r e s t  r a t e s ,  e f f e c t i v e  
y i e l d s ,  l o a n - t o -v a lu e  r a t i o
Loan d e f a u l t s  and r e n t e r  de l inquenc ies
TABLE 13
MEASURES OF LOCAL POLITICAL FACTORS 
Proper ty  tax  inc reases
d e c l in e  in  s e rv ic e  level  ( inc ludes  in c re a s e  in 
c r im e,  a i r  p o l l u t i o n ,  poor t r a n s p o r t a t i o n  
system, e t c . )
Ease o f  rezoning
Public land assembly
H is t o r i c - p r e s e r v a t i o n  neighborhoods
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There i s  a second kind o f  c o n t r a d i c t i o n  c a l l e d  the m a c r o - d i a l e c t i c .  
By c o n t r a s t  with the  m i c r o - d i a l e c t i c ,  the  o ppos i te s  por tr ayed  in the macro­
d i a l e c t i c  a re  i m p l i c i t  o r  unobservable .  The r h e t o r i c  d i s t i n g u i s h e s  them as 
opposing values  ranging on some continuum and i n d i c a t i n g  varying degrees  of  
r i g h t  and wrong, good and bad, win and l o s e ,  zero-sum, freedom and e q u a l i t y ,  
domination and independence,  and s y n th e s i s - f r a g m e n ta t i o n .
Where c r i t i c a l  arguments go askew perhaps i s  in t h e i r  f a i l u r e  
to  address  the  mode o f  reason ing  ap p l ied  in t r a d i t i o n a l  models as  well as 
t h e i r  own accounts .  The two types  o f  d i a l e c t i c  mentioned above serve to  
e s t a b l i s h  a problem con tex t  f o r  f u r t h e r  t h e o r e t i c a l  a n a l y s i s .
In a r e c e n t  a r t i c l e  Burne t t  (1981) argues  f o r  in d u c t iv e  c a u s a l - 
e xp lana to ry  modeling.  The goal i s  to  i d e n t i f y  a l l  those  v a r i a b l e s  in f luenc ing  
in t r a - u r b a n  group behav ior  a t  a s p e c i f i c  t ime and s c a l e  o f  a n a l y s i s ,  and to  
s p e c i fy  how they  a f f e c t  behavior .  The i n t e n t  here i s  to  go beyond a t tempts  
t o  f i t  pars im oniously  th e  d a ta  to  e x i s t i n g  the o ry  o r  to  append new evidence 
in accordance with  c u r r e n t  th e o ry .
To be even more am b i t ious ,  i t  a l s o  appears  necessary  to  move 
beyond t h i s  type o f  i d e n t i t y  th i n k in g .  C e r t a in ly  c o r r e l a t i n g  concepts  with 
s p e c i f i c  empir ica l  r e f e r e n t s  i s  an e s s e n t i a l  phase of  a n a l y s i s .  S t i l l  
ano ther  a n a l y t i c  s tag e  i s  n o n - i d e n t i t y  r eason ing .  The ideal  meaning o f  a 
concept  l i k e  neighborhood community i s  not  n e c e s s a r i l y ,  r a t i o n a l l y  i d e n t i ­
f i a b l e  with i t s  o b j e c t .  C r i t i c a l  the o ry  then pu rpo r t s  to  demonstrate t h i s  
po in t  d e s c r i p t i v e l y .  To d e s c r ib e  what i s  e m p i r i c a l l y  observab le  and to  
compare i t  with what ought  to  be a r a t i o n a l  i d e n t i t y  a t  some lo c a t i o n  in 
space- t im e i s  one way to  see how n o n - i d e n t i t y  th in k in g  views th e  r e l a t i o n  
between,  f o r  i n s t a n c e ,  the  concept  of  a home and the  ac tua l  home i t s e l f .
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The d i f f e r e n c e s  and s i m i l a r i t i e s  e s t a b l i s h  a co n te x t  f o r  f u r t h e r  a n a l y s i s .
Of r e l a t e d  i n t e r e s t  i s  the way i d e n t i t y  th ink ing  when app l ied  in 
a p o l i cy  s e t t i n g  makes u n l ik e  t h in g s  appear  to be a l i k e .  For i n s t a n c e ,  to 
sugges t  t h a t  ind iv idua l  q u a l i t i e s  o f  human labo r  and p laces  a re  homogeneous 
and a r e  equal in value or  p r i c e ,  i s  to  make u n l ik e  th in g s  equa l .  In 
t r a d i t i o n a l  economic th e o ry ,  va lue  appears  as a na tu ra l  p rope r ty  o f  a 
commodity. This  over looks  the f a c t  t h a t  commodit ies a r e  soc ia l  o b j e c t s ,  which 
d i f f e r  from t h e i r  p r o p e r t i e s  as  t h i n g s .  Only u se -va lues  a r e  p r o p e r t i e s  of  
o b j e c t s .  When only  u se -va lues  a r e  p r o p e r t i e s  to  a s s e r t  t h a t  an o b je c t  
f u l f i l l s  i t s  concept  i s  to  say t h a t  u n l i k e  personal  o b je c t s  a r e  equa l .  Rea l ly  
only the exchange va lue  i s  the form in  which the  va lue i s  m a n i fe s ted ,  and t h i s  
i s  a soc ia l  phenomenon.
R e i f i c a t i o n  then  r e f e r s  to  the  soc ia l  r e l a t i o n  among people which 
appears as the  form o f  a p roper ty  o f  an o b j e c t .  This  i s  not the  same as 
saying t h a t  a r e l a t i o n  among people i s  a r e l a t i o n  among o b j e c t s .  A use-  
va lue i s  a n o n - r e i f i e d  concept  which appears  only  when a concept  i s  i d e n t i c a l  
with i t s  o b j e c t .  In a c a p i t a l i s t  s o c i e t y ,  however, n o n - r e i f i e d  p r o p e r t i e s  
appear only  in  the s o c ia l  form o f  r e i f i e d  concep ts .
By im p l ic a t io n  the a b i l i t y  to  know and understand the  form of  
behavioral  p rocesses  i s  d i f f i c u l t  because the  process  o f  r e i f i c a t i o n  
c o n s t r a i n s  the  format ion o f  an independent ,  a l t e r n a t i v e  mode o f  reason ing .
This r a i s e s  some ques t ion  then about  how c r i t i c a l  thought i s  p o s s i b l e .  Given 
the mind i s  a product  o f  r e i f i e d  though t ,by  what means a re  c r i t i c a l  t h e o r i s t s  
ab le  to  overcome r e i f i c a t i o n ,  and how i s  i t  p o s s ib le  to v e r i f y  t h i s  f a c t ?
One method, which seems to  concur with c r i t i c a l  s t u d i e s ,  i s  a two 
s tage  p rocess .  In the  f i r s t  i n s t a n c e ,  i s o l a t e d  accounts o f  d i f f e r e n t  types
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of  behavior  a re  syn thes ized .  Then, in the second phase t h i s  sy n th es i s  i s  
used to  d e r iv e  an image of  the  under ly ing  soc ia l  form. Although the  a n a ly s i s  
i s  f a r  from complete, i t  would seem t h a t  t h i s  method o f f e r s  some p o t e n t i a l .
What begins to  emerge as an exp lana to ry  form fo r  housing-f inance 
i s  the merging to g e th e r  to two types  o f  exp lana t ion .  F i r s t ,  t h e r e  is  an 
account  o f  the  behaviors a s s o c ia t e d  with the s p a t i a l  form o f  r e s i d e n t i a l  
d i s inves tm en t  as an outcome o f  a s e t  o f  h i s t o r i c a l ,  s o c i a l ,  economic and 
p o l i t i c a l  fo rces  being fu nne l led  through a complex web o f  p r i v a t e  and pub lic 
i n s t i t u t i o n s .  Second, t h e r e  i s  a need to  determine i f  d is inves tm en t  behavior  
i s  i t s e l f  a necessary i n s t i t u t i o n a l  p r a c t i c e  and an express ion  o f  a socia l  
form. The f i r s t  exp lana t ion  i s  compatible with the  sy n th es i s  o f  ideas and 
th e o r i e s  which form the  m i c r o - d i a l e c t i c  o f  an urban system. The second 
approach i s  dependent  on an a n a l y s i s  o f  the  m i c r o - d i a l e c t i c  in o rd e r  to 
d i s co v e r  the  l inkages  between human values  and ac t io n  implied in the macro­
d i a l e c t i c  which a re  not r e a d i l y  observab le .  This  could reveal  the  soc ial  
form o f  behavioral  processes  by i n d i c a t i n g  how personal  and soc ia l  values 
a re  fused in  p e o p le ' s  minds and how people use th e se  values  in the  course of  
everyday l i f e  (Hampden-Turner, 1982). The r e s i s t a n c e  of  soc ia l  values to  
e l im in a t io n  by even damaging and c a t a s t r o p h i c  even ts  such as pa thologica l  
exper i ences ,  severe soc io -psycho log ica l  s t r e s s ,  an x ie ty  and economic c r i s i s  
such as f l u c t u a t i o n s  in i n f l a t i o n  and unemployment i s  im por tan t .  This 
r e s i s t a n c e  o r . s t a b i l i t y  o f  soc ia l  values in con junc tion  with the  d i s c o n t i n u i t y  
o f  events  leads  to  the  hypothesis  t h a t  th e re  i s  some form to  the  behavioral 
processes  under ly ing the  observable  c o n d i t io n s .
I f  the soc ia l  values  a re  r e i f i e d  in an exchange value form, then 
i t  should be p o s s ib le  to  uncover some corresponding fo rmal ,  (even perhaps
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mathematical)  s t r u c t u r e  which could then be app l ied  to  t e s t  the fundamental 
t h e o r e t i c a l  s t r u c t u r e  proposed above. So f a r  such a model has not  emerged 
in geography; but th e r e  i s  some evidence t h a t  t h i s  i s  not too d i s t a n t  
(Hampden-Turner, 1982; Woodcock and Davis,  1978). There are  a l ready  some 
psychological  models and experimental  da ta  which might o f f e r  some in s ig h t s  
(Bohm, 1980).
Summary
As mentioned in Chapter  Two, the  modeling o f  human behavior has 
depended l a rg e ly  on in d iv idua l  consumer-or iented  approaches.  Familia r  models 
of  the  demand f o r  housing and mortgage money inc lude  p ropos i t ions  der ived 
from a t t i t u d e ,  cho ice and u t i l i t y  theo ry  and household consumption theory  in 
psychology and economics (B urne t t ,  1981). To some e x t e n t ,  th e se  d i s a g g re ­
gated  behavioral  models a re  c e n t r a l  to  the  c r i t i c a l  debate developed in t h i s  
ch a p te r .  The deb a te ,  however, has occurred  on two l e v e l s .  The f i r s t  r e l a t e s  
to  the use of  u n r e a l i s t i c  assumptions and techn ica l  i s sues  of  parameter  
e s t im a t io n  and t e s t i n g .  These a re  d iscussed  elsewhere ( S c o t t ,  1980). The 
second leve l  addresses  the  e x c l u s i v i t y  of  ind iv idua l  p re fe rence  and choice 
models to  exp la in  behavior.
T h eo re t ic ian s  and policy-makers have cons idered a l l  behaviors as 
the  outcome of  some type of  i n d i v i d u a l ,  r a t i o n a l  economic choice .  Given the 
popula t ion  s i z e  and the v a r i a b i l i t y  o f  i n d i v i d u a l s ,  groups ,  and the b u i l t  
environment in which behaviors t ake  p la ce ,  i t  i s  doubtful  whether a l l  
behaviors  may be c l a s s i f i e d  s a t i s f a c t o r i l y .  A l a rg e  dynamic and va r ied  
popula t ion  r e q u i r e s  models which account  f o r  the  d i f f e r e n t  behavioral  types 
d isp layed  by var ious  soc ia l  groups.  This means the  development o f  accura te
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d e f i n i t i o n s  and measurement dev ices  f o r  both r e s e a r c h e r  and policy-maker.
This presupposes,  however, t h a t  d i f f e r e n t  behaviors  may have d i f f e r e n t  
causes and /o r  reasons .  This  r a i s e s  the  p o s s i b i l i t y  o f  d i f f e r e n t  kinds o f  
a n a l y s i s  and po l i cy  p r e s c r i p t i o n s .
A c o n s id e ra t io n  of  d i s inve s tm en t  behav ior tends  to  suggest  a 
co n t ra ry  op in ion and t h a t  the  u se fu ln es s  o f  t h i s  not ion i s  l i m i t e d .  More­
over ,  the s o c i a l ,  p o l i t i c a l ,  and economic p o l i c i e s  implemented through 
i n s t i t u t i o n a l  mechanisms, which are  not  under the con t ro l  o f  any one person 
a t  the  time a personal  d e c i s io n  i s  made, may in f lu e n c e  behavior .  I t  seems 
reasonab le  then t h a t  many a s p ec t s  o f  the  so c ia l  mi l ieu  about  which models o f  
ind iv idua l  cho ice and a c t io n  i n v e s t i g a t e  a re  r e l e v a n t  and need to  be 
inc o rpo ra ted  in to  the  ana lyse s  o f  r e s i d e n t i a l  d i s inves tm en t  behavior.
The study o f  d is inves tm en t  in the  local  housing markets  and the 
pub lic  i n f r a s t r u c t u r e  i s  a h i t h e r t o  neg lec ted  a rea  o f  empir ica l  enqui ry .
Policy  q u es t ions  o f  how the  p r i v a t e  and pub l ic  s e c t o r  investment mix fo r  
housing and mortgage c a p i t a l  I s  determined r e l a t i v e  to  o th e r  land uses a re  
e s s e n t i a l  (Bearse,  1979).  Amidst the  t h e o r e t i c a l  confus ion t h e r e  i s  a pauc i ty  
o f  r e sea rch  procedures  capable o f  g rasp ing  the  decision-making processes  of  
p r i v a t e  and pub l ic  s e c t o r  o r g a n iz a t io n s  t h a t  make l a r g e - s c a l e  and v i s i b l e  
c a p i t a l  inves tments  in s p e c i f i c  l o c a t i o n s .  This  i s  a d i f f i c u l t  and s e n s i t i v e  
domain in which to  conduct empir ica l  r e s ea rch .  The observable  q u a n t i t a t i v e  
a spec ts  ( e . g . ,  l o c a t i o n s ,  s i z e ,  p r i c e )  o f  housing and mortgage investment 
d e c i s io n s  o f f e r s  a reasonably  sa fe  environment in which t o  study behavior  
i n f e r e n t i a l l y .  Many c u r r e n t  r e sea rch  s t r a t e g i e s  which use t r a d i t i o n a l  model 
s t r u c t u r e s  may e i t h e r  be l im i t e d  or  a t  l e a s t  need to  be supplemented with 
model s t r u c t u r e s  ap p ro p r ia t e  t o  the d e s c r i p t i o n  and a n a l y s i s  o f  p rocesses .
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In t h i s  connec tion  new, m u l t i - v a r i a b l e s  model s t r u c t u r e s  may be more consonant  
with the  f a c t s  as  well as  provide  enhanced i n s i g h t  in to  the  form o f  the 
behavioral  p rocesses  (B u rn e t t ,  1981). Also re sea rch  procedures must be 
developed and app l ied  to  s tudy  s u p p l i e r  b e h a v i o r , —in p a r t i c u l a r  to  d i s co v e r  
what v a r i a b l e s  in f lu en ce  c a p i t a l  investment  and d i s inve s tm en t .  Here methods 
o f  environmental psychology may prove va luab le  ( e . g . ,  p a r t i c i p a n t  o b s e rv a t io n ) .
There i s  as  well the  i s sue  o f  d e s c r ib in g  and measuring the  l inkages  
among the  p e r s o n a l ,  i n s t i t u t i o n a l  and soc ia l  l e v e l s .  For i n s t a n c e ,  what 
ind ices  d e s c r ib e  th e  c y c l i c a l  na tu re  o f  p o l i t i c a l  and economic processes  and 
show the  c o n s t r a i n t s  on neighborhood investment  and d is inves tm en t?  As 
d iscussed  in t h i s  c h a p t e r ,  lower l e v e l s  o f  a n a l y s i s  appear  to  be i m p l i c i t  
w i th in  h igher  ones;  but  th e  reve r se  i s  a l so  t r u e .  Lower l e v e l s ,  s ince  they  
a r e  the  v e h i c l e s  through which h igher  level  f o r c e s  come to  p e rc e p t io n ,  e x e r t  
im pera t ives  upwards. Higher l e v e l s ,  s ince  they  c o n s t r a in  lower ones ,  
s i m i l a r l y  e x e r t  im pera t ives  downwards. For example,  p o l i t i c a l  movements, 
churches ,  government programs, and f i rms r e l y  on e s t a b l i s h e d  p a t t e r n s  o f  
soc ia l  t i e s .  I f  t h e s e  change r a p i d l y ,  h ighe r l e v e l s  may e x e r t  p re s su re  to  
r e t a i n  accepted  values  r e q u i re d  to  s u s t a i n  themselves .
The r e l a t i o n s h i p  between v a r i a b l e  s t r u c t u r a l  c o n s t r a i n t s  on 
d i f f e r e n t  types  o f  behav io rs ;  and the  a s s o c i a t i o n  between v a r i a n t  l e v e l s  o f  
a c t i v i t i e s  ( e . g . ,  l o c a l ,  n a t i o n a l )  and t h e i r  in f luence  on d i f f e r e n t  behaviors  
i s  s i g n i f i c a n t .  How t h i s  i s  conceived in f lu en ces  whether d i f f e r e n t  po l i cy  
answers a re  needed f o r  d i f f e r e n t  behav iors  in d i f f e r e n t  p la ces .  Probably f o r  
some behaviors  t h e o r i e s  o f  s t r u c t u r a l  de te rminan ts  a re  a p p l i c a b l e ,  while  f o r  
o th e r  problems t r a d i t i o n a l  d ec i s io n  v a r i a b l e s  a re  more a p p ro p r ia t e .
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The ques t ion  o f  how s t r u c t u r a l  o r  environmental de terminants  ( e . g . ,  
land use)  combine to  a f f e c t  in d iv idua l  cho ice  r a i s e s  f u r t h e r  concern.  How 
do macro-level  ( e . g . ,  economic) c o n d i t io n s  f i l t e r  down to  in f luence  the 
i n d iv id u a l ?  In p a r t ,  t r a d i t i o n a l  choice and s p a t i a l  i n t e r a c t i o n  models can 
provide  some in format ion a t  the  loca l  leve l  regard ing  household behavior and 
m o b i l i t y  as well as how loca l  c ond i t ions  r e l a t e  w i th in  a mult i  reg ional  
economy. There i s  a need,  however, to  unders tand how federal  p o l i cy  
in f lu en ces  the  i n n e r c i t y  more than the suburbs,  the  F ro s t -B e l t  more than the  
Sun-Belt  and the Rocky Mountain reg ion more so than the  Eastern  c o a s t .  In 
ad d i t i o n  many loca l  s i t u a t i o n s  a re  in f luenced  by the ac t io n s  o f  neighboring 
communities which means the  i n t e r - r e g i o n a l  i n t e r a c t i o n s  and in te rdependenc ies  
must be i n v e s t i g a t e d .
At the  s tage  o f  env isaging the  o u t l i n e  o f  a model, i t  i s  d i f f i ­
c u l t  to  a s c e r t a i n  a l l  the  r e l e v a n t  q u e s t i o n s .  The s i g n i f i c a n c e  o f  eva lu ­
a t i n g  c u r r e n t  models and proposing a d d i t io n a l  models as well as 
methodological  s t r a t e g i e s  l i e s  in  the  in formation  which i s  r evea led ,  
p a r t i c u l a r l y  f o r  the  case  o f  urban r e s i d e n t i a l  d i s in v e s tm en t .  Data not  only 
should be i n d i c a t i v e  o f  how a person ,  group,  o r  o rg a n iz a t io n  c o n s t ru c t s  the  
r e a l i t y  o f  the  b u i l t  environment.  In a d d i t i o n ,  in formation  should o f f e r  an 
i n t e r p r e t a t i o n  o f  how a phenomenon l i k e  d is inves tm en t  emerges and to  what 
e x t e n t  d is inves tm en t  i s  a p r a c t i c e  t h a t  may i n s c r i b e  a c e r t a i n  s e t  o f  soc ia l  
values  and r e l a t i o n ( s ) .
I t  i s  u n c e r t a in  how meaningful i t  i s  to  argue t h a t  urban behaviors 
a l l  f a l l  i n t o  d i f f e r e n t  c a t e g o r i e s  o f  ind iv idua l  choice .  C e r t a in ly  the 
l im i t e d  evidence on d is inves tm en t  concurs with the  claim t h a t  th e r e  a re  
d i f f e r e n t  kinds o f  behavior  expressed by d i f f e r e n t  subgroups in a l a rg e
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popula t ion  (B urne t t ,  1981). Disinves tment  does not appear as a form o f  
r a t i o n a l  socio-economic behavior .  This  r a i s e s  the  ques t ion  o f  an a l t e r n a t i v e  
to  the  choice and decision-making c o n c e p tu a l i z a t i o n .
The ap p ro p r ia t e  d e f i n i t i o n  and measurement o f  d i f f e r e n t  forms o f  
behavior a re  o f  concern to  both the s c i e n t i s t  and the policy-maker.  To 
confuse behaviora l  types  and to  overlook the  s p e c i f i c  form o f  behavioral  
processes  may lead to  mistaken p r e d ic t io n s  about  inves tments .  At the onset  
o f  p r o t r a c te d  s c a r c i t y  problems, i t  i s  not wise economically o r  p o l i t i c a l l y  
to  r i s k  mistakes  p a r t i c u l a r l y  with  r e s p e c t  to  l a r g e - s c a l e  investments or  
d i s inve s tm en t s .
At t h i s  j u n c t u r e ,  the  arguments o f  r e s i d e n t i a l  i n v e s t m e n t /d i s in ­
vestment which sugges t  lend ing i n s t i t u t i o n s  impose more s t r i n g e n t  c r e d i t  
te rm s ,  and a t  t imes comple te ly r e fu s e  mortgage and home improvement loan 
a c t i v i t y  in a given urban neighborhood in favor  o f  suburban a r e a s ,  a re  
p rob lem atic .  Probably the  advoca tes  o f  d is inves tm en t  acknowledge the  f e e l in g  
o f  some groups t h a t  t h e r e  i s  a perce ived  in c re a s e  in the  leve l  o f  p o l i t i c a l  
and economic a l i e n a t i o n  and s u f f e r i n g .  I t  may a l s o  be t h a t  lending 
personnel  fee l  t h e r e  i s  no a l t e r n a t i v e :  they be l iev e  what they  do and how
they f u l f i l l  t h e i r  jo b  i s  j u s t  what ought to  be. S t i l l  in the  absence o f  a 
t h e o r e t i c a l  a n a l y s i s  o f  a l t e r n a t i v e  housing and f inance  arrangements ,  another  
p o s s i b i l i t y  e x i s t s :  t h a t  t h e r e  i s  i n s u f f i c i e n t  s c i e n t i f i c  and l e g i s l a t i v e
a t t e n t i o n  being paid to  the  p a r t i c u l a r  housing and f inance  needs o f  the  
d i f f e r e n t  in d i v id u a l s  and groups in ques t ion .  At b e s t ,  then  i t  i s  reasonable  
to  surmise t h a t  the  geographical  p a t t e r n  o f  mortgage lending  in the  Oklahoma 
City m e tropo l i tan  a rea  i s  probably an example o f  d is inves tm en t  behavior ,  but 
t h a t  more research  i s  needed before ap p ro p r ia t e  publi c  and p r iv a t e  po li cy  
change can be proposed.
CONCLUSION 
CHAPTER V
The i n s t i t u t i o n a l  d e c i s i o n ,  known as r e d - l i n i n g ,  t h a t  loans w i l l  
not be made in c e r t a i n  h ig h - r i s k  neighborhoods,  r e g a rd l e s s  o f  the c r e d i t  
r a t i n g  and f i n a n c i a l  s t a b i l i t y  o f  the  p rospec t ive  buyers ,  i s  not  a new 
phenomenon. N ever the less ,  s in ce  the  e a r l y  1970s, var ious  s tu d ie s  charge ,  
i n f e r e n t i a l l y ,  t h a t  mortgage l e n d e r s  a re  d i s c r i m in a t in g  among c e r t a in  urban 
r e s i d e n t i a l  neighborhoods (Agelasto and L i s t o k in ,  1975; C a l i f o r n i a  Center  
f o r  Real E s ta te  and Urban Economics, 1975; Palm, 1979; Vandel , 1975).
The fundamental i s s u e s  under ly ing  the  r e d l i n in g  debate  a re  
d is inves tm en t  and d i s c r i m in a t io n .  Members o f  the lend ing i n s t i t u t i o n s  
defend t h e i r  p r a c t i c e s  by arguing t h a t  loan p o l i c i e s  and lending performance 
a re  a r e s u l t ,  not a cause,  o f  housing s tock  d e t e r i o r a t i o n  and p roper ty  owner 
d i s inves tm en t .  By c o n t r a s t  community groups contend t h a t  a n t i  urban lending 
s tandards  e x i s t  and t h a t  they  a re  founded not  on f a c t s  but r a t h e r  on 
s u b je c t iv e  percep t ions  o f  loan o f f i c e r s .  An economic a n a l y s i s  o f  the leve l  
o f  and d i s t r i b u t i o n  o f  mortgage loan a c t i v i t y  as well as  neighborhood 
v i a b i l i t y  would a s s i s t  in changing the  p o l i c i e s  o f  lending i n s t i t u t i o n s .
This s tudy dea ls  only with one a s p ec t  o f  the  r e d l i n i n g  phenomenon: d i s i n v e s t ­
ment. Urban d is inves tm en t  r e f e r s  to  a mortgage lending p r a c t i c e  which, 
supposedly,  favors  suburban r e s i d e n t i a l  neighborhoods to  the  d isadvantage  o f
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inner  c i t y  p r o p e r t i e s  (Palm, 1979).  This  s tudy  has at tempted  to  c l a r i f y  the  
geographic n a tu re  o f  r e s i d e n t i a l  d i s in v e s tm en t .
The p r i n c i p l e  f ind ings  o f  t h i s  s tudy  a r e  the fo l lowing :
1. Disinves tment  i s  a more complex s p a t i a l  a s p ec t  o f  r e d l i n i n g ,  
the elements  o f  which cannot  be exp la ined  adequa te ly  simply in terms o f  an 
urban-suburban typo logy;
2. A more comprehensive e x p lana t ion  o f  d is inves tm en t  i s  o f f e r e d  
which s y n th e s iz e s  and i n t e g r a t e s  the  demand and supply f a c t o r s  w i th in  a 
t h e o r e t i c a l  framework der ived  from orthodox and c r i t i c a l  t h e o ry ;
3.  The t h e o r e t i c a l  d i s c u s s io n  i s  the  f i r s t  e x p l i c i t  geographica l  
account  of  d i s inve s tm en t .
In t h i s  s tudy the  search  f o r  a s u i t a b l e  t h e o r e t i c a l  con tex t  
involved an examination o f  the  contemporary American l i t e r a t u r e  on r e s i d e n ­
t i a l  land v a lu e s ,  land use ,  housing,  and d i s c r i m i n a t i o n  in the  housing and 
mortgage m arke ts .  The e x i s t i n g  l i t e r a t u r e  i s  so d iv e r s e  i t  tends  to  
obscure ,  r a t h e r  than  c l a r i f y .  In t h i s  connec t ion ,  i t  was necessa ry  to  draw 
from the  v a r i e t y  o f  l o g i c a l  and empir ica l  th e s e s  some c e n t r a l  and un ify ing  
themes t h a t  could be used to  c o n s t r u c t  an exp lan a t io n  which i s  both
s c i e n t i f i c a l l y  r igo rous  and respons ive  to  p r i v a t e  and pub l ic  p o l i c y .
Land r e n t  theo ry  i s  a bas ic  foundation  f o r  the  t r a d i t i o n a l  demand 
o r i e n t e d  th e o ry  o f  urban r e s i d e n t i a l  phenomena. I t s  o b j e c t iv e s  a re  tw o- fo ld :
1. to  account  f o r  the  l o c a t i o n  o f  c e r t a i n  r e s i d e n t i a l  land uses
a t  some p laces  in  the  c i t y  r a t h e r  than a t  o t h e r s ;  and
2. to  exp la in  why o th e r  land u s e s ,  which may be p o t e n t i a l l y  
s u i t e d  f o r  a s p e c i f i c  parcel  o f  l a n d ,  a r e  r a r e l y ,  i f  e v e r ,  lo c a te d  t h e r e .  
I m p l i c i t l y  or  e x p l i c i t l y ,  land r e n t  i s  in c o rp o ra ted  in to  most economic.
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s o c i a l ,  and geographical  ana lyses  des igned to  determine  the (der ived)  demand 
f o r  land and housing in  a monocentr ic  c i t y .
T ra d i t io n a l  th e o ry  views r e s i d e n t i a l  l o c a t i o n s  as r e p r e s e n t a t i v e  
o f  the  i n d i v i d u a l ' s  d e c i s i o n s  in a com pe t i t ive  housing and mortgage market .  
Ear ly  t h e o r e t i c a l  s t u d i e s  sugges t  t h a t  l o c a t io n a l  choice  i s  determined by 
economic f a c t o r s  l i k e  household income and a c c e s s i b i l i t y  to  work and o th e r  
a c t i v i t i e s  ( e . g . ,  r e t a i l ,  r e c r e a t i o n a l ) .  In dec id ing  where to  l o c a t e  i t  i s  
presumed t h a t  a household examines i t s  t o t a l  budget ,  a l o c a t i o n ' s  r e s i d e n t i a l  
bundle ( e . g . ,  house,  amenity l e v e l ,  l o t  s i z e ) ,  and the  c o s t s  of  ob ta in ing  
t h e s e .  Given the  househo ld ' s  p r e f e r e n c e s ,  and the  above in format ion 
consumers i d e n t i f y  t h a t  p a r t  o f  the  a v a i l a b l e  housing supply which meets t h e i r  
requ irements .
The lo c a t i o n a l  co n te x t  or  r e l a t i v e  l o c a t io n  i s  l inked  l o g i c a l l y  to  
th e  p r i v a t e  land use d e c i s io n  process  through two i n t e r r e l a t e d  concepts :  
income and r e s i d e n t i a l  q u a l i t y  ( e . g . ,  neighborhood).  The connec tion implied 
in the  l i t e r a t u r e  i s  t h a t  r e s i d e n t i a l  q u a l i t y  i s  d i r e c t l y  r e l a t e d  to 
ind iv idua l  p re fe rences  and neighborhood change.  Usually  neighborhood change 
i s  measured by a s s ig n in g  an economic or  monetary va lue  based on house p r i c e s  
and the  p r i v a t e  land use and lo c a t io n a l  d e c i s io n  i s  eva lua ted  by economic- 
f i n a n c i a l  means r a t h e r  than in response  to  psychologica l  and soc ia l  w e l l ­
being.
Neighborhood so c ia l  c o n s id e r a t i o n s  a r e ,  however, i n d i r e c t l y  
s i g n i f i c a n t  because people t r a n s f e r  t h e i r  emotional at tachment to  and id e n ­
t i f i c a t i o n  with  t h e i r  home to  t h e i r  neighborhood. These a c t  as  symbols o f  
t h e i r  leve l  o f  soc ia l  w e l l -be ing  while  a l s o  in d i c a t i n g  some r e l a t i o n  to  the  
q u a l i t y  o f  l i f e .
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Since the  e a r l y  1970s, r e s i d e n t i a l  l i t e r a t u r e  has been devoted 
to  measuring the socio-economic a spec t s  o f  r e s i d e n t i a l  q u a l i t y  and to  
i n t e g r a t e  t h i s  behavior  with e x i s t i n g  ex p o s i t io n s  o f  p r e ju d i c e ,  d i s c r i m i ­
n a t io n ,  and the  e f f e c t s  of  government i n t e r v e n t i o n  w ith in  d isagg rega te  
s p a t i a l  equ i l ib r ium  models. Attempts to  s imula te  the urban s i t u a t i o n  with 
the  a id  o f  demographic da ta  i l l u s t r a t e  how changes in household s i z e ,  
educa t ion ,  s h i f t s  in income, and p r i c e  a re  major f a c t o r s  which impact on the 
urban s p a t i a l  form. Such models,  however, a re  ex tens ions  o f  more 
t r a d i t i o n a l  micro-economic accounts o f  lo c a t io n a l  choice and neighborhood 
change.
The review o f  geographical  and non-geographical expos i t ions  sug­
g e s t s  t h a t  a v a r i e t y  o f  socio-economic f a c t o r s  in f luence  ind iv idual  p r e f e r ­
ences ,  choices  and d e c i s i o n s ;  but they  a re  t r e a t e d ,  a n a l y t i c a l l y  as 
e x t e r n a l i t i e s .  Empirical emphasis i s  placed on showing how i n f l u e n t i a l  the se  
e x t e r n a l i t i e s  a r e  on the a l l o c a t i o n  o f  s ca rce  resources  by in d iv id u a l s  and 
households.  By d e f i n i t i o n ,  the  i n t r u s i v e  e f f e c t s  o f  o th e r  in d i v id u a l s ,  
households,  f i rm s ,  and governments i s  acknowledged; s t i l l  the se  fo rces  a re  
exogenous t o ,  o r  a re  of  secondary importance t o ,  the  i n d i v i d u a l ' s  r e l a t i o n s h i p ;  
as  such they a re  viewed as temporary phenomena which a c t  upon the  ind iv idua l  
d ec i s ion  p rocess .  At no time a re  they  considered  the major de terminants  of  
a p e r s o n ' s  l o c a t io n a l  choice .  Thus, the  primary a c t o r  in t r a d i t i o n a l  theory  
remains the  in d iv idua l  who competes f o r  a household lo c a t io n  t h a t  minimizes 
t o t a l  b e n e f i t s  whi le s imul taneously  minimizing c o s t s  in r e l a t i o n  to  a range 
o f  e x t e r n a l i t i e s .
An a n a l y s i s  o f  m e tropo l i tan  Oklahoma C i ty  employed mortgage 
d i s c l o s u r e  da ta  and the  t r a d i t i o n a l  v a r i a b l e s  o f  income and owner occupancy
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as s u r ro g a te  measures of  ind iv idua l  demand, choice and w e l l -b e in g ,  to  a s s e s s  
d is inves tm en t  in urban and suburban census t r a c t s .  These are  p ivota l  
v a r i a b l e s  in  hypotheses concerning r e s i d e n t i a l  d is inves tment  in the  housing 
and mortgage markets .  When app l ied  in the study o f  Oklahoma C i ty ,  the se  
f a c t o r s  were q u i t e  lo c a l i z e d  in r e l a t i o n  to  mortgage lending .  The 
r e l a t i o n s h i p  i s  s i g n i f i c a n t  only in the nor thwes tern  s e c to r  o f  the metro­
p o l i t a n  a rea  and Oklahoma City  i t s e l f .
The genera l  empirica l  f ind ings  o f  the i n v e s t i g a t i o n  presented  in 
Chapter  I I I  a r e  summarized below:
1. Between 1976 and 1978, the  t o t a l  annual value o f  loans i n ­
creased  almost t h r e e - f o l d  u n t i l  1979 when a small d e c l in e  took p lace .
2. During the  same pe r iod ,  convent ional  and home improvement 
loans inc reased  t h r e e - f o l d .  The in c re a s e  in home improvements would tend 
to  imply more f in an c in g  o r  remodeling in l i e u  o f  home purchases .
3. The census t r a c t s  r ece iv in g  the  l a r g e s t  t o t a l  amounts of  
mortgages a re  found in the  nor thwes tern  s e c to r  o f  Oklahoma City  i t s e l f ,
(such as the  H er i tage  H i l l s  P re se rva t ion  D i s t r i c t ) ,  and o f  the suburban 
m u n i c i p a l i t i e s .
4. Over the  study pe r iod ,  the  p ropor t ion  o f  t o t a l  mortgage d o l l a r s  
a l l o c a t e d  to  the  o ld e r  urban co re o f  Oklahoma City  i t s e l f  inc reased  from 4 .0  
percen t  to  8 .9  p e r c e n t ,  whi le  the immediately surrounding o ld e r  suburban 
neighborhoods saw a decrease to  62.3 percen t  from 75.6 pe rcen t .  Approximately 
o n e -h a l f  t o  tw o - th i rd s  of  the  t o t a l  amount o f  conventional  mortgage loans 
went in to  the  nor thwes te rn  p a r t  o f  the c e n t r a l  c i t y  and the  northwest  suburbs ,  
r e s p e c t i v e l y .
150
5. Governemnt-insured loans g e n e ra l l y  predominate in the sou th-  
so u th eas te rn  quadrant  o f  the  c e n t r a l  c i t y  and suburban census t r a c t s .
6. At the m e t ro p o l i t an  l e v e l ,  mortgage le nd ing  i s  p r im a r i ly  
respons ive  to  income, but t h i s  re spons iveness  decreased over  t im e ,  perhaps
in r e l a t i o n  to  r i s i n g  i n t e r e s t  r a t e s .
7. The exp lana to ry  importance o f  income i s  g r e a t e r  in the  cen­
t r a l  c i t y  than in the  suburbs,  but g e n e r a l ly  the  v a r i a b l e s  which c o n s t i t u t e
the  Mortgage Def ic iency  Index (MDI) ex p la in  more v a r i a t i o n  in the  ce n t r a l  
c i t y  mortgage lending p a t t e r n  than in the  suburban p a t t e r n s .
I f  pe rmi t ted  to conce ive o f  mortgage d e f i c i e n t  a r ea s  as i n d i c a t o r s  
o f  d i s invesm ent ,  then the  s p a t i a l  a n a l y s i s  sugges ts  t h a t :
1. d is inves tm en t  i s  ex tending  beyond the  o ld e r  urban p a r t  o f  
Oklahoma C i ty  in to  the  newer suburban m u n i c i p a l i t i e s  o f  m e t ro p o l i t an  Oklahoma 
City ;
2. w i th in  Oklahoma C i ty  i t s e l f ,  t h e r e  i s  developing  an a rea  to  
the  northwest  o f  the  CBD, and ano the r  in southern  Oklahoma C i ty ,  which,  over  
t ime,  have inc reased  in s i z e  while  a l s o  exper ienc ing  what seems to  be an 
inc reased  leve l  o f  mortgage le nd ing  a c t i v i t y ;
3. while s t a t i s t i c a l l y  l e nd ing  a c t i v i t y  i s ,  in g e n e ra l ,  more 
re spons ive  to  ce n t r a l  c i t y  r a t h e r  than suburban income l e v e l s ,  when the  a rea s  
of  mortgage d e f i c i e n c y  a re  mapped, the  l o c a t io n a l  p a t t e r n  tends  to sugges t  
t h a t  t h e r e  a re  o th e r  f a c t o r s  o p e ra t in g  t o  in f lu en ce  i n s t i t u t i o n a l  d e c i s io n s  
regard ing  who a re  mortgage loan r e c i p i e n t s ,  and
4. w i th in  m e t ro p o l i t an  Oklahoma City  lending o f f i c i a l s  f av o r  both 
new suburban communities and a few s e l e c t e d  o l d e r ,  in n e r  c i t y  neighborhoods.
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The publ ic  and p r i v a t e  dimensions deserve  some c o n s id e r a t io n .  At 
p r e s e n t ,  Oklahoma Ci ty  i s  encouraging the  formation o f  neighborhood 
p re s e rv a t io n  d i s t r i c t s ,  l i k e  H er i tage  H i l l s ,  which may in f lu e n c e  f u r t h e r  the 
d i r e c t i o n  and spread o f  r e v i t a l i z a t i o n .  The a n a l y s i s  provided here in 
sugges t ing  t h a t  d i s in v e s tm en t  extends i n t o  th e  newer suburban communities 
r a i s e s  th e  p o s s i b i l i t y  t h a t  the  newer suburban communities may, i f  they  do 
not a l r e a d y ,  d e s i r e  the enactment o f  s i m i l a r  l e g i s l a t i o n ,  f o r  t h e i r  
m u n i c i p a l i t i e s  in o rd e r  to  a t t r a c t  g r e a t e r  amounts o f  mortgage funds.
Whether o r  not  t h i s  occurs  remains to  be seen .  The implementat ion of  
p o l i c i e s ,  l i k e  neighborhood p r e s e r v a t i o n ,  probably wil l  encourage lending 
i n s t i t u t i o n s  to  p a r t i c i a p t e  in the  r e v i t a l i z a t i o n  o f  o ld e r  urban ne ighbor­
hoods. I n d i r e c t l y  t h i s  p o l i t i c a l  a c t i o n  may be i n f l u e n t i a l  as  a de te rminan t  
o f  mortgage lend ing  a c t i v i t y ,  and subsequen t ly  a f a c t o r  r e s p o n s ib le  f o r  the  
s p a t i a l  p a t t e r n  o f  investment  and d i s in v e s tm e n t .
The a n a l y s i s  o f  th e  s p a t i a l  p a t t e r n  o f  m e tropo l i tan  Oklahoma City  
mortgage lend ing  extends  the  r e s e a r c h  o f  e a r l i e r  s tu d ie s  demonst rat ing t h a t  
the MDI i s  a use fu l  i n d i c a t o r  o f  the  s p a t i a l  p a t t e r n  o f  d i s in v e s tm en t .  In 
t u r n ,  t h i s  s p a t i a l  p a t t e r n  may be i n d i c a t i v e  o f  o th e r  de te rm inan ts  o f  r e d ­
l i n i n g .  Some simple s p a t i a l  (and temporal )  a s s o c i a t i o n s  founded on the  
d i s c l o s u r e  da ta  and census da ta  a r e  not  s u f f i c i e n t  to  a s s e s s  the  impact o f  
r e d l i n i n g .  F u r th e r  a n a l y s i s  i s  r e q u i r e d  to  i d e n t i f y  the  p a t t e r n  o f  ac tua l  
d i s c r i m i n a t i o n ,  to  d i f f e r e n t i a t e  ac tu a l  from perce ived r i s k ,  and to  d i s c e rn  
the degree  to  which lend ing  p o l i c i e s  a r e  e i t h e r  the r e s u l t ,  o r  the  cause ,  o f  
r e d l i n i n g .
Aware o f  the  t e n t a t i v e  n a tu re  o f  th e s e  f i n d i n g s ,  i t  i s  b e n e f i c i a l  
to  l o c a t e  the  a n a l y s i s  o f  mortgage lend ing  a c t i v i t y  and r e d l i n i n g  wi th in  a
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wider t h e o r e t i c a l  framework than i s  provided by the l i t e r a t u r e  reviewed in
Chapter  I I .  This would a l s o  a s s i s t  in  the  d e l i n e a t i o n  o f  da ta  and
a p p l i c a b l e  te chn iques  necessary  to  provide  a more comprehensive assessment
o f  the  r e d l i n i n g  phenomenon, i t s  d e t e rm in a n ts ,  and i t s  impact on m e t ropo l i t an
economic growth,  neighborhood change,  and land use development.
Much soc ia l  sc ience  re sea rch  invo lves  c o n c e p tu a l i z in g ,  measuring
and exp la in ing  the  l e v e l ,  d i s t r i b u t i o n  and dynamics o f  change in ind iv idua l
and soc ia l  w e l l -b e in g .  Two o b j e c t i v e s  f o r  i n v e s t i g a t i n g  space- t ime lo c a t io n a l
d i f f e r e n t i a t i o n  a r e ;  f i r s t ,  to  de te rmine what fo rces  a re  r e sp o n s ib le  f o r  the
l o c a l i z a t i o n  o f  d e p r iv a t io n  o r  wea lth and,  second,  to  a s c e r t a i n  whether the se
fo rces  change so t h a t  over t im e ,  a rea s  and lo c a t io n s  a re  s u s c e p t i b l e  to
becoming a new ( i . e . ,  f u t u r e  space- t im e)  focus o f  d ep r iv a t io n  o r  whether they
are  s p a t i a l l y  f ixed  and immovable. So f a r  few a t tempts  have loca ted  housing
f inance  ana lyse s  w i th in  t h i s  s p a t i a l  co n tex t .  I t  would seem t h a t  the
sugges t ion  o f  any po l i cy  change r e s t s  on an unders tand ing o f  how the  level
of  mortgage le nd ing  i s  r e l a t e d  to  w e l l -b e in g .  The observed l o c a l i z a t i o n  of
funds in the  nor thwes te rn  s e c t o r  o f  m e t ropo l i t an  Oklahoma City  however, would
suggest  a comprehensive geographical  exp lana t ion  which e x p l i c a t e s  the  processes
under ly ing  t h i s  p a t t e r n .  What o r i e n t a t i o n  t h i s  exp lana t ion  should take  i s
th e  t o p i c  o f  Chapter  IV.
The t r a d i t i o n a l  r e s i d e n t i a l  l o c a t io n  models have proven useful  as
an o rgan iz ing  framework f o r  a genera l ized  co n c e p tu a l i z a t io n  o f  the soc ia l
geography o f  the  c i t y .  As Murdie (1976, p. 276),  among o t h e r s ,  no tes t h e i r
u t i l i t y  i s  l im i t e d  because:
They do not say very much about process  in contemporary 
urban s o c i e t y —nor should they be expected t o .  The 
p rocesses  which account  f o r  s p a t i a l  v a r i a t i o n  in the 
r e s i d e n t i a l  mosaic a re  complex and r e s u l t  from the
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cumulat ive summation o f  a hos t  o f  ind iv idual  dec i s ions
- -b o th  by the  producers and consumers o f  housing___
th e r e  i s  need f o r  a much g r e a t e r  i n t e g r a t i o n  between 
a n a l y s i s  o f  soc ia l  processes  and s p a t i a l  form. We not 
only need to  i d e n t i f y  g e n e r a l i z a t i o n s  in s p a t i a l  form 
but  a l so  to  search  fo r  the f a c t o r s  which produce t h a t  
form. Progress wil l  probably be slow, however, f o r . . .  
working a t  the  i n t e r f a c e  between s p a t i a l  form and soc ia l  
p rocesses  i s  a cha l leng ing  but d i f f i c u l t  t a sk .
The l i t e r a t u r e  o f  Marxist  c r i t i c a l  a n a l y s i s  in the f i e l d  o f  urban
s tu d ie s  s t a r t e d  during the  l a t e  1960s. A s t a r t i n g  poin t  t h a t  corresponds to
the e a r l y  s tu d i e s  in to  urban so c ia l  o r  community lo c a t io n a l  c o n f l i c t s  and
urban managerial ism. The t h e o r e t i c a l  framework i s  misunderstood i f  i t  i s
thought to be only a r e a c t io n  a g a i n s t  the  i n a b i l i t y  of  e x i s t i n g  theory  to
provide adequa te exp lana t ion .  Inco rpo ra t ing  supp ly -s ide  c o n s id e r a t i o n s ,
Marxist  urban theory  exem pl i f i es  a renewed a t tempt  a t  the s c i e n t i f i c
exp lana t ion  o f  the  form o f  the  p rocesses  under ly ing  the urban r e a l i t y
(Camhis, 1979).
C r i t i c a l  d i sco u r se  cha l lenges  t h e  somewhat a r t i f i c i a l  and u n r e a l ­
i s t i c  assumptions t h a t  a r e  commonly made as  a pre lude to  urban a n a l y s i s :  
p e r f e c t  competi t ion  and p e r f e c t  knowledge, the  absence o f  so c ia l  and lega l  
r e s t r a i n t s ,  ub iqu i tous  t r a n s p o r t  f a c i l i t i e s  and monocentr ic c i t i e s ,  
in s tan taneous  and c o s t l e s s  r e s i d e n t i a l  r e l o c a t i o n ,  and numerous o th e r s .
To c r i t i c i z e  t r a d i t i o n a l  urban models f o r  the se  pure ly  te chn ica l  
(and e n t i r e l y  r e c t i f i a b l e )  drawbacks i s  on ly  a p a r t i a l  d e s c r ip t i o n  o f  t h e i r  
c o n t r i b u t i o n .  Another a spec t  o f  the  c r i t i c i s m  cha l lenges  the  adequacy of  
t r a d i t i o n a l  reasoning founded only  on an ind iv idua l  i n t e r a c t i o n  theme.
There have been a t  l e a s t  th r e e  no tab le  s t a r t i n g  po in t s  f o r  the se  
e f f o r t s .  F i r s t ,  t h e r e  a re  the  so c ia l  e co log ica l  and chronogeographic p e r ­
spe c t iv e s  r e l a t i n g  the economic development and growth of  the  c i t y  with the
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evolving p a t t e r n s  o f  land use d i f f e r e n t i a t i o n  (Parkes and T h r i f t ,  1980); 
second,  th e re  a re  the c o n f l i c t  (Cox, 1979; S c o t t ,  1980) and the managerial ism 
the ses  (Tabb and Sawers, 1978; Gale and Moore, 1975; P a h l , 1975; Palm, 1981); 
and, t h i r d ,  t h e r e  i s  a c r i t i c a l  but s y n th e t i c  theory  which i s  an ex tens ion  
of  Marxist  thought (Harvey, 1973; C a s t e l l s ,  1977; Walker, 1981).
The th r e e  s t a r t i n g  po in t s  have given r i s e  to  app a re n t ly  d i f f e r e n t  
s e t s  o f  s u b s t a n t iv e  t o p i c s .  The work o f  soc ia l  ecology focuses  on 
household m o b i l i t y  and the manner in which the  f lux  o f  movement pe rpe tua te s  
or  changes the  soc ia l  p a t t e r n s  o f  a r e a s .  Associated with  t h i s  i s  the  
examination o f  cha ins  o f  movement ( i . e . ,  vacancy r a t e s ,  f i l t e r i n g ,  and 
success ion )  (P ic k l e ,  1980; Parkes and T h r i f t ,  1980).
The t h r u s t  o f  c r i t i c a l  geographic r e s e a rc h ,  app l ied  he re ,  i s  
concerned to syn thes iz e  the  micro- and macro-level  s o c i o - s p a t i a l , p o l i t i c a l ,  
and economic p e r s p ec t iv e s  to  e x p l i c a t e  the  dimensions o f  hous ing ,  f in a n c e ,  
and t h e i r  p rov is ion .  Work on th e  n a tu re  and e f f e c t s  of  pub lic  and p r i v a t e  
i n s t i t u t i o n s  on the  housing market and access  t o  i t  p e r t a in s  to  the  ro l e  
c o n f l i c t  plays  in  the l o c a t i o n - a l l o c a t i o n  p rocess .  In t h i s  r eg a rd ,  f inance  
i s  impor tan t  in two r e s p e c t s .  F i r s t ,  t h e r e  i s  the  p r iv a t e  s e c t o r  f i n a n c i a l  
d e c i s i o n - - t h e  g ran t ing  o f  mortgages and loans and c r e d i t  f o r  both housing 
c o n s t ru c t io n  and home purchase as well as  the  r e d - l i n i n g  o f  d i s t r i c t s  and 
the  r e s t r i c t i o n  o f  mortgages to  a rea s  o f  low r i s k .  Real e s t a t e  a g e n t s ,  
b u i l d e r s ,  and lenders  involved in the purchase and exchange of  houses,  provide 
an i n s t i t u t i o n a l  framework. Second, in r e l a t i o n  to  o ld e r  c e n t r a l  c i t y  a r e a s ,  
th e re  i s  the  publi c  f inance  d ec i s ion  o f  where to  a l l o c a t e  funds fo r  
r e s i d e n t i a l  (as well as i n d u s t r i a l  and commercial) r e h a b i l i t a t i o n  and 
r e v i t a l i z a t i o n  o f  which a c o r o l l a r y  d e c i s io n  i s  the a l l o c a t i o n  o f  public
155
monies f o r  f a c i l i t i e s  and s e r v i c e s .  The c o n s t r a i n t s  on a c t o r s '  cho ices
w i th in  the urban s t r u c t u r e  r a t h e r  than th e  cho ices  themselves enhances an
unders tand ing  o f  the ques t ion  o f  what lands  and houses a r e  bought,  where,
when, and how, as well as  who i s  to  have access  to  them.
The decision-making c a l c u l u s  o f  p r i v a t e - f i n a n c e  i n s t i t u t i o n s ,
f irms and households i s  s t r u c t u r e d  by th e  s o c ia l  and p ro p e r ty  r e l a t i o n s  of
( c a p i t a l i s t )  s o c i e t y ,  which leads  to  un ique ly  problemat ic outcomes r e q u i r in g
c o l l e c t i v e  ( i . e . ,  government) i n t e r v e n t i o n .  The i n t e r a c t i o n  o f  th e s e  two
spheres  o f  p r i v a t e  a c t io n  with pub l i c  a c t i o n  produces problematic  land use
r e l a t i o n s h i p s .  C r i t i c a l  t h e o r i z i n g  about  r e s i d e n t i a l  d i s inve s tm en t  i s
minimal,  bu t  i t  would appear to  p lace  f inanc e  a t  the  c e n t e r  o f  land use and
housing i s s u e s  in  American s o c i e t y .  As Harvey (1973, pp. 174-175; c i t e d  in
Rhind and Hudson, 1980, pp. 226-227) remarks:
F inanc ia l  i n s t i t u t i o n s  which deny funds to  one s e c t o r  o f  the 
housing market  s tand  to  ga in  from the  r e a l i z a t i o n  o f  specu­
l a t i v e  gains  in a n o th e r ,  as  la nd  use i s  subsequen tly  t r a n s ­
formed or  as subu rban iza t ion  proceeds.  The impulses which 
a r e  t r a n s m i t t e d  through the  urban land use system a r e  not  un­
connec ted.  The d i v e r s i t y  o f  a c t o r s  and i n s t i t u t i o n s  involved 
make a consp i racy  th e o ry  o f  urban l a nd -use  changes u n l i k e ly  
(which i s  not  to  say t h a t  consp i racy  never o c c u r s ) .  The p ro ­
c e s s e s  a re  s t r o n g ly  s t r u c t u r e d  through the  market exchange 
system so t h a t  i n d i v i d u a l s ,  groups and o rg a n iz a t io n s  ope ra t ing  
s e l f - i n t e r e s t e d l y  in terms o f  exchange value can ,  with  the
help o f  the "hidden hand",  produce the  r e q u i s i t e  r e s u l t .
Cap i ta l  investment shapes th e  l a nd -va lue  s t r u c t u r e  of  the  c i t y
through a con t inu ing  goal of  seeking p r o f i t s  and the manipu la t ion  o f  market
fo rces  to  maximize th e s e  p r o f i t s .  F in an c ie r s  d i s i n v e s t  i f  p r o f i t s  a r e  too
sm al l ,  as  in  low -ren t  a rea s  with  s u f f i c i e n t  numbers o f  dwel l ing  u n i t s ,  and
r e i n v e s t  where p r o f i t s  a r e  l a r g e ,  t r a d i t i o n a l l y  in  a rea s  o f  new upper-
middle-income housing.
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R es ide n t ia l  land use and neighborhood d i f f e r e n t i a t i o n  s e p a ra t e  the 
housing and c a p i t a l  markets  in to  r e l a t i v e l y  heterogeneous neighborhood spaces 
which impede r e s i d e n t i a l  and c a p i t a l  m o b i l i t y  because o f  com peti t ion  f o r  
p roper ty  and mortgage money, th e re b y  c r e a t i n g  r e l a t i v e  s c a r c i t y .  This 
s i t u a t i o n  i s  aggravated by p o l i t i c a l  a c t i o n s ,  such as zoning,  tax  inc e n t iv e s  
f o r  development and redevelopment,  and by the  ope ra t ions  o f  f in a n c i a l  
i n s t i t u t i o n s  and the  rea l  e s t a t e  i n d u s t r y  (Bordessa,  1978; Palm, 1979).  This 
ac t io n  i s  c o r r e l a t e d  with  i n s t i t u t i o n a l  arrangements such t h a t  urban planning 
must be seen as an i n t e r v e n t i o n  on b e h a l f  o f  in d iv id u a l s  and groups in the 
s p e c i f i c  r e s i d e n t i a l  land use dilemmas and c o n f l i c t s  c rea ted  by households 
and f irms as they  i n t e r a c t  with one ano the r  in urban space.
The c r i t i c a l  s t u d i e s  which de termine  access  and c o n s t r a i n  cho ice  
have over lapped with  t h e  argument t h a t  c l a s s  i n t e r e s t s  and the  f i n a n c i a l  
s t r u c t u r e  of  s o c i e t y  a r e  im por tan t  de te rm inan ts  o f  the supply o f  and demand 
f o r  housing and mortgage money. Dis inves tment seems to be a necessary  
s tage  in the  urban land use development.  I t  i s  requ i red  to  m a in ta in  a 
demand f o r  new housing.  Even i f  the  t r a n s f e r  of  f ixed  c a p i t a l  t o  the  suburbs 
which t h i s  e n t a i l s  produces a c o n t r a d i c t i o n  by undermining c e n t r a l  c i t y  
investmen t .  These c r i t i c a l  themes ove r lap  and po in t  to  a t h e o r e t i c a l  
convergence where a theo ry  o f  d i s in v e s tm en t  should:
1. emphasize the  c o n s t r a i n t s  on the  p r i v a t e  choice  as well as 
p r i v a t e  choice  i t s e l f ;
2. i l l u s t r a t e  the  r o l e  played by c o n f l i c t  and consensus in 
l o c a t i o n - a l l o c a t i o n  p ro cesse s ;  and
3. s t r u c t u r e  the  c r i t i c a l  arguments to  demonstrate  t h a t  soc ia l  
c l a s s  i n t e r e s t s  a r e  fundamental bases upon which the  p o l i t i c a l  economic
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s u p e r - s t r u c t u r e  a l l o c a t e s  the p roduc t ion ,  consumption,  and exchange o f  
housing and mortgages (Herbert  and Smith,  1979).
The t h e o r e t i c a l  framework proposed here in  acknowledges t h a t  urban 
r e s i d e n t i a l  land use development and d is inves tm en t  must be s tud ie d  over a 
long per iod  o f  o b s e rv a t io n ,  and t h a t  loca l  problems embody a l a r g e r  na t iona l  
socio-economic p i c t u r e  in h i s t o r y .  This suggests  t h a t  urban th e o ry ,  and po licy  
and planning a c t io n s  founded on i t ,  do not  e x i s t  in a vacuum. In the 
proposed th e o ry ,  the exp lana t ion  o f  a c t io n s  r e l a t e d  to  d is inves tm en t  behavior 
i s  comprehensible when i t  i s  a c c u r a t e l y  loca ted  w i th in  the t o t a l i t y  o f  
r e s p o n s ib le  s o c i o - h i s t o r i c a l , g eog raph ica l ,  p o l i t i c a l ,  economic, and 
i n s t i t u t i o n a l  s t r u c t u r e s  and p roces ses .  Urban d i s inves tm en t  de r ive s  i t s  
s p a t i a l  and temporal c h a r a c t e r i s t i c s  from the  s t r u c t u r e s  which c o n s t i t u t e  
th e  t o t a l i t y  o f  a c a p i t a l i s t  s o c i e t y  (as unique from o th e r  s o c i e t i e s ) .
Housing f inance  then can be analysed from th r e e  d i f f e r e n t ,  but 
i n t e r r e l a t e d  viewpoin ts .  At the  most v i s i b l e  l e v e l ,  housing f inance  i s  a 
necessary  element in the product ion  and d i s t r i b u t i o n  o f  housing. Thus the  
o p e ra t io n s  o f  mortgage l e n d e r s ,  f i n a n c ia l  i n s t i t u t i o n s  extending c r e d i t  to  
b u i ld e r s  and p roper ty  owners in v e s t in g  in  rea l  e s t a t e  as well as the media t ing 
r o l e s  played by rea l  e s t a t e  a g e n t s ,  lawyers and o th e r  p ro f e s s io n a l s  i s  
important  in  r e a l i z i n g  housing and i t s  consumption by in d iv id u a l s  and house- 
h o l d s .
At a second l e v e l ,  housing f inance  i s  an important  l i n k  between 
economic growth and the q u a l i t y - o f - 1 i f e .  People need houses to  l i v e  in and 
i n d u s t r i a l  development needs l a b o re r s .  This i s  a complex l inkage :  
i n d u s t r i a l  development does not  simply r e q u i r e  the  presence o f  a la b o r  fo r c e ,  
but the  la bo r  fo rce  must be adequa te ly  housed, fed ,  c lo thed  and cared f o r  to
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provide the work cap a c i ty  requ i red  fo r  production .  To s a t i s f y  these  
requ i rements ,  workers must be ab l e  to  consume key s e rv ic e s  l i k e  educa t ion ,  
housing,  r e c r e a t io n  and he a l th  c a re .  The shor tage  o f  housing o r  very high 
p r ice s  f o r  housing in some p a r t s  o f  the  United S ta t e s  ( e . g . ,  the San 
Francisco Bay a rea )  a re  blamed f o r  the d ec i s io n s  o f  f i rms to  l o c a t e  new 
f a c i l i t i e s  elsewhere.
At a t h i r d  l e v e l ,  a l l  people r e q u i r e  some type o f  housing,  and 
housing needs both land and f in an c e .  The r e a l i z a t i o n  o f  housing i s  
dependent on competi t ion with o th e r  p o s s ib le  land uses which in tu rn  i s  
r e l a t e d  to  competi t ion  f o r  f i n a n c i a l  suppor t .  By c o n t r a s t  with  o th e r  land 
uses ,  housing depends,  c r u c i a l l y ,  on i t s  lo c a t io n  r e l a t i v e  to  o th e r  a c t i v i t i e s ,  
s e r v i c e s ,  and r e sou rces .  The land and hous ing- f inance  ques t ions  are  
in te r tw ined  in the  s p a t i a l  p a t t e r n in g  o f  the m e t ropo l i t an  system. In t h i s  
sense ,  i t  i s  necessary  to  unders tand the na tu re  o f  l o c a t io n a l  r e n t  and i t s  
in f lu en ce  on the  p r i c e  and d i s t r i b u t i o n  o f  housing; but i t  i s  a l so  important  
t o  comprehend in what way these  a f f e c t  the level  and d i s t r i b u t i o n  of  
mortgage lending .
All t h r e e  l e v e l s  o r  dimensions to  the  housing f inance  ques t ion  
suggest  t h a t  the d i f f e r e n t i a t i o n  o f  r e s i d e n t i a l  space and mortgage lending 
i s  not  simply the  r e s u l t  o f  market processes  and consumer p re fe re n c e s .  Also 
to  be inc luded a re  the  a c t io n s  o f  pub lic  or  governmental and p r iv a t e  ( e . g . ,  
f i n a n c i a l )  i n s t i t u t i o n s .
Methodological Quest ions For Future Research 
The t h e o r e t i c a l  o u t l i n e  proposed emphasizes a r é é v a lu a t io n  of  
t r a d i t i o n a l  s p a t i a l  and economic a l l o c a t i o n  models along two l i n e s .
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In h e re n t ly ,  the  proposed q u id e l in e s  c h a l len g e  the  more orthodox aggrega ted-  
d isaggrega ted  conceptual  approaches .
T ra d i t io n a l  re s e a rc h  has at tempted  to  d e r iv e  a l l o c a t i o n  models 
which document s t a t i c  r e l a t i o n s h i p s  among consumers.  Perhaps what i s  
necessary ,  a t  l e a s t  f o r  h ous ing - f inance ,  i s  a model to measure,  s im ul taneous ly ,  
th e  s t a t i c  and dynamic r e l a t i o n s h i p s  among consumers and s u p p l i e r s .  Housing- 
f inance  da ta  may a l s o  have to  be s t r u c t u r e d  tempora l ly  as well as  s p a t i a l l y  
to  ensure co n s i s te n cy  among d i f f e r e n t  persons and a c t i v i t i e s  which a re  
changing over t ime.  In t h i s  sense ,  a wave s tag e  model may a l l e v i a t e  some of 
t h i s  concern,  i f  i t  can permit  the  express ion  and measurement o f  a c t i v i t i e s  
as both v a r i a n t  and i n v a r i a n t  s t r u c t u r e s  w i th in  cyc les  o f  investment and 
d i s in v e s tm e n t ,  growth and d e c l i n e ,  and c e n t r a l i z a t i o n  and d e c e n t r a l i z a t i o n .
The d i s t r i b u t i o n  o f  mortgage funds in the  Oklahoma City  metro­
p o l i t a n  a rea  i s  not  exp la ined  well in the  co n tex t  o f  the  c u r r e n t  d iv e r s e  
t h e o r i e s  and models o f  urban r e s i d e n t i a l  land use and l o c a t i o n .  This  i s  
t r u e  in p a r t  because most models c o n c e n t r a te  on i d e n t i f y i n g  th e  r a c i a l  or  
e th n ic  composit ions o f  neighborhoods or  on the  d i s t r i b u t i o n  o f  land va lues  
accord ing to  r e l a t i v e  l o c a t io n  from employment c e n t e r s .  These c o n s id e r a t io n s  
a re  s i g n i f i c a n t  f o r  the  d e s c r i p t i o n  o f  bas ic  f e a t u r e s  o f  the  c i t y ,  but they 
f a i l  to  acknowledge (by assuming away) the  under ly ing  s o c i a l ,  p o l i t i c a l ,  
economic and i n s t i t u t i o n a l  p rocesses  which in f luence  the  s p a t i a l  form of  the 
c i t y .
I t  i s  not  e v i d e n t ,  however, t h a t  c r i t i c a l  theo ry  i t s e l f ,  when 
c r i t i c i z i n g  t r a d i t i o n a l  economic th eo ry  f o r  i t s  lack  o f  r e a l i t y ,  i s  proposing 
n e c e s s a r i l y  some a l t e r n a t i v e  s o l u t i o n .  For example, whi le proponents of  
c r i t i c a l  th e o ry ,  such as S c o t t  (1980),  e l a b o r a t e  on what i s  i n a p p ro p r i a t e
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about the  conceptual  and te c h n ic a l  a s p ec t s  o f  t r a d i t i o n a l  urban theory  th e re  
i s  no c l e a r  and conc ise  s ta tem en t  o f  an a l t e r n a t i v e ,  t e s t a b l e  model. Against  
the  c a l l  f o r  more re s e a rc h  on the  r o l e  played by p o l i t i c a l  and economic 
i n s t i t u t i o n s ,  both p e r s p e c t iv e s  a re  s e r i o u s l y  lack ing  on two accounts .  F i r s t ,  
in t h e i r  unders tand ing  o f  human psychology; and second,  in t h e i r  cha l lenge  
to the  t r a d i t i o n a l  mode o f  r eason ing .  These a r e  cons idered  b r i e f l y  in tu rn .
Even tua l ly ,  a major a n a l y t i c a l  component must e x p l i c a t e  the 
psychologica l  and soc io -psycho log ica l  dimension. In everyday l i f e ,  personal  
behavior  i s  no t  simply based upon an acceptance  of  the  world as i t  i s  
immediately exper ienced (Eyles ,  1981).  There i s  an unconscious soc ia l  aspec t
to the  p r a c t i c e  o f  the  personal  l i f e :  an accep tance  o f  var ious  values
(Hampton-Turner, 1981). Psychological  and soc io -psycho log ica l  theory  would 
help exp la in  s h i f t s  in p e o p le ' s  va lues  o r  e x p e c ta t io n s  r e l a t i v e  to  the
changing p o l i t i c a l  and economic c o n d i t i o n s ,  as  t h e s e  a re  expressed r e l a t i v e
to changes in the  evolving urban s o c i e t y  and the  b u i l t  environment.  In t h i s  
connection s tu d i e s  on environmental  psychology and the  socio logy of  i n s t i t u ­
t i o n s  a re  usefu l  r e s o u rc e s .
The p u r s u i t  o f  a s o c i o - h i s t o r i c a l  exp lana t ion  i s  a necessary  and 
complementary source  o f  in fo rm at ion ;  but as  an exp lana to ry  form i t  i s  as 
red u c t iv e  o r  r e g r e s s i v e  as th e  ind iv idua l  cho ice  approach with the exception 
t h a t  the  causes  o f  p r e s e n t  day problems a re  roo ted  e n t i r e l y  in t h e i r  genes is  
r a t h e r  than in ind iv idua l  a c t i o n s .  By drawing a t t e n t i o n  to  what was, t h i s  
exp lana to ry  form s t r o n g ly  sugges ts  t h a t  the  p re s e n t  i s  preordained by the 
pas t  and t h a t  s o c i e t y  i s  accepted  as d e f in in g  human values  and ac t io n s  with 
r e s p e c t  to contemporary urban problems. By c o n t r a s t  the i n d i v i d u a l i s t i c  
approach la ys  t h e  r e s p o n s i b i l i t y  f o r  urban problems d i r e c t l y  in the hands
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o f  the  i n d i v id u a l .  The in c lu s io n  o f  an argument t h a t  urban po l icy  and 
planning i n s t i t u t i o n s  in te rv en e  to  in f luence  ind iv idua l  behav ior ,  but  f a i l  
t o  re so lve  the  va r ious  urban problems only se rves  to  confuse m a t t e r s .  No 
a t tem pt  i s  made to  exp la in  th e  o r ig i n  o f  and need fo r  i n s t i t u t i o n a l  f o r c e s ,  
and how they  in f lu e n c e  human behavior.  For example, t h e r e  i s  no obvious 
exp lana t ion  why a t  c e r t a i n  t im e s ,  lending o f f i c i a l s  would d e s i r e  to  co n s t r a in  
o th e r  p e o p le ' s  a c t i v i t i e s ,  l i k e  t h e i r  r e s i d e n t i a l  m o b i l i t y ,  w hile ,  a t  o th e r  
t im e s ,  they a re  themselves co n s t r a in ed  in t h e i r  a c t i o n s  by the same or 
d i f f e r e n t  i n s t i t u t i o n s .
In h e r e n t ly ,  p a r t  o f  the  reason f o r  t h i s  l i e s  in the  reasoning 
under ly ing  the  urban (and r e s i d e n t i a l )  r e s e a r c h .  T r a d i t i o n a l l y ,  reasoning 
about  geographical  space has been s t r u c t u r e d  as a response to  the  ind iv idua l  
and in t e rp e r s o n a l  r e l a t i o n s  as well as  the  i n t e r r e l a t i o n s  among f i rm s ,  house­
ho ld s ,  and government. Space i s  c o n s t ru c ted  and r e c o n s t ru c te d  from the 
o rg a n iz a t io n  o f  behav iora l  a c t i v i t i e s  r e l a t i v e  to  changes in the  technology.  
Such an approach assumes t h a t  movement i s  u n id i r e c t i o n a l  through time and 
m u l t i - d i r e c t i o n a l  in space in t im a t in g  t h a t  a person can move f r e e l y  in any 
number o f  d i r e c t i o n s  in space whi le always p rog res s ing  forward in time ( e . g . ,  
from a lower leve l  of  w el l -be ing  toward an improved leve l  o f  w e l l -b e in g ) .  
M obil i ty  then i s  conceived to  occur w i th in  a f ixed  chronogeographical  
s t r u c t u r e  which i s  perce ived  as a s e t  o f  succeeding l i n e a r  epi sodes  or  events  
in space (Parkes and T h r i f t ,  1980).
This w i th in  t ime-over  space c h a r a c t e r i z a t i o n  determines  or  
s t r u c t u r e s  event s  as though t h e r e  was some purposefu l  progress ion  o r  f low of 
a c t i v i t i e s  and events  from a p a s t  po in t  o f  o r i g i n  to  some f u tu r e  s t a t e .  
Located wi th in  t h i s  temporal o rde r  i s  an h i s t o r i c a l  n a r r a t i v e  d es c r ib in g  how
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a c t i v i t i e s  and events  a r e  in te rconnec ted  based on what was observed.  By t h i s  
view, the  contemporary c i t y  i s  a product  o f  the p a s t ,  and in d iv id u a l s  a re  
seen to  a c t  w i th in  the c o n s t r a i n t s  b u i l t  by the p a s t ,  as re layed  by what has 
been observed by r e s ea rch e r s  and policy-makers .  Ex is t ing  so c ia l  geographic 
exp lana t ions  then are  l i m i t e d  to  an account  o f  the i n t e r a c t i o n s  among persons ,  
i n s t i t u t i o n s ,  f i rms and households,  which are  observed to  determine  the 
outcome o f  h i s t o r i c a l  and soc ia l  p rocesses .  Somehow th e se  combine to  form 
the geographical  s t r u c t u r e  in which th e se  i n t e r a c t i o n s  are  observed to take  
place .
In a d d i t i o n ,  o f t e n  i t  i s  assumed t h a t  people a re  capable  o f  a c t in g  
f r e e l y ,  as in the  example o f  t h e i r  a b i l i t y  to  move in accordance with t h e i r  
p re fe rences  (Cox, 1979). To a rgue ,  however, t h a t  r e s id e n t s  express t h e i r  
freedom o f  a c t io n  by r e l o c a t i n g  sugges ts  t h a t  they are  l e s s  f r e e  in t h e i r  
p resen t  p o s i t i o n .  I t  may be t h a t  t h e i r  lo c a t io n  in a nondes i rab le  physical  
and soc ia l  environment ( e . g . ,  neighborhood) c o n s t r a i n s  t h e i r  d a i l y  movements 
and ov e ra l l  leve l  o f  w e l l -be ing .  Given the  t r a d i t i o n a l  c o n t a in e r  conception 
o f  space and t ime,  people a c t  and move, but i t  looks as though they are  
r e s t r i c t e d  by var ious  i r r e v e r s i b l e  h i s t o r i c a l  and soc ia l  processes .
D i s s a t i s f i e d  with t h e i r  s o c i o - s p a t i a l  l o c a t i o n ,  people a re  determined to  move 
and escape the  conf ines  o f  t h e i r  p o s i t i o n  in l i f e .  They search  and d i scover  
a new occupat ion  or  l o c a t i o n ,  which i s  perce ived as a s l i g h t l y  b e t t e r  or  
r e l a t i v e l y  more s a t i s f a c t o r y  l o c a t i o n .  Presumably,  t h e i r  d e s i r e  to  improve 
t h e i r  leve l  o f  w el l -be ing  i s  f u l f i l l e d  when they  a re  f r e e  o f  t h e i r  h i s t o r i c a l l y  
and s o c i a l l y  determined l o c a t i o n .  A ques t ion  a r i s e s  then as to  what happens 
upon achieving t h i s  level  o f  well -be ing?  Under e x i s t i n g  c o n c e p tu a l i z a t i o n s ,  
the a s p i r a t i o n  to  be f r e e  i s  confus ing and e s t a b l i s h e s  a con tex t  f o r  c o n f l i c t .
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Reasoning about  the urban soc ia l  and geographic s t r u c t u r e s  i s  
founded on the no tion  t h a t  ind iv idua l  d e c i s io n s  a re  made, equa l ly  and f r e e l y  
by a l l .  This sugges ts  t h a t  they must a l s o  be based on and assu re  the 
maximum c i t i z e n  homogeneity: i f  everybody makes the  soc ia l  dec i s ion  then
everyone i s  f r e e  and equa l .  T ra d i t io n a l  models s imply assume t h a t  a l l  
people a r e  s i m i l a r  and t h a t  they  d e s i r e  to  be f r e e  and equa l .  C r i t i c a l  
theory  c h a l len g e s  t h i s  assumption and sugges ts  t h a t  the  contemporary 
i n s t i t u t i o n s  in  in t e rv en in g  between the  ind iv idua l  and the se  i d e a l s  may 
c o n s t r a i n  human a c t i o n .  Moreover, because i n s t i t u t i o n a l  p o l i c i e s  a re  not  
e s t a b l i s h e d  by the  d e c i s io n s  of  a l l  e x i s t i n g  r e s i d e n t s ,  t h e r e  develops,  
consequen t ly ,  a s e t  o f  c o n t r a d i c t i o n s  ( i . e . ,  the  m i c r o - d i a l e c t i c )  which a re  
not  e a s i l y  r e s o lv ed .  For example, i f  housing and mortgage money are  
d i s t r i b u t e d  u n equa l ly ,  i t  cannot  be argued,  c o n s i s t e n t l y  a t  l e a s t ,  t h a t  
eq u a l i z in g  i t  by pub l ic  p o l i cy  i n t e r v e n t i o n ,  w i l l  prevent  s o c i a l - s p a t i a l  
d i f f e r e n t i a t i o n .  Such an argument i s  not  l e g i t i m a t e  because even though the  
i n t e n t  o f  such a d ec i s io n  i s  to  make everyone equal i t  c o n f l i c t s  with a 
notion o f  freedom expressed  in terms o f  p r e f e r e n c e s .  Whereas t r a d i t i o n a l  
theory  assumes away c o n t r a d i c t i o n s  l i k e  t h a t  between e q u a l i t y  and freedom, 
c r i t i c a l  theo ry  acknowledges them but then  does not  seem to  pursue the  m a t t e r .
There i s  an impor tant  dimension o f  both arguments which i s  
neg lec te d ,  the  s e t s  o f  va lues  themselves .  In trumpeting one s e t  o f  va lues  
over a n o th e r ,  e i t h e r  account  presumes a continuum o f  ind iv idua l  to  soc ia l  
va lues  which i s  app l ied  to  exp la in  the  urban r e a l i t y ;  but n e i t h e r  p e r s p e c t iv e  
a t tempts  to  exp la in  the  continuum. So as one reads the  l i t e r a t u r e  and 
sy n th es iz e s  the  t h e o r e t i c a l  and em pir ica l  f i n d i n g s ,  the s cenar io  t h a t  emerges 
as S c o t t  (1980) acknowledges, i s  a c o n f l i c t  among d i f f e r e n t  personal  and 
soc ia l  va lue s e t s .
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Whether in the  co n tex t  o f  e i t h e r  t r a d i t i o n a l  o r  c r i t i c a l  th e o ry ,  
then in d i v id u a l s  s t i l l  have p r e f e r e n c e s ,  make d e c i s io n s  and a c t  upon them.
A primary focus o f  the  t h e o r i e s  i s  a d e s c r i p t i o n  o f  the observab le  s p a t i a l  
form o r  consequences o f  urban phenomena with the  exception  t h a t  e x p l i c i t  
a t t e n t i o n  i s  paid to  the  dimensions o f  space and t ime,  and the c o n t r a d i c t i o n s .  
How c r i t i c a l  th eo ry  proposes to  r e s o lv e  the  c o n t r a d i c t i o n s  remains unanswered. 
Although S c o t t ' s  (1980) proposal o f  the  paradox o f  ind iv idua l  and soc ia l  
decision-making i s  i n t e r e s t i n g ,  i f  t h i s  paradox i s  presumed to  r e f l e c t  a 
c o n t r a d i c t i o n ,  as suggested above,  then th e r e  a r i s e s  a ques t ion  o f  how to 
overcome i t .  In p a r t ,  an answer to  t h i s  q u es t io n  r e q u i r e s  an exp lana t ion  o f :  
1) the apparen t  fus ion  o f  ind iv idua l  a c t i o n s  or  exper iences  with lea rned  or  
soc ia l  v a l u e s ,  and 2) the  r e s i s t a n c e  o f  soc ia l  va lues  to  e l im i n a t io n .
These i s s u e s  deserve  f u r t h e r  i n v e s t i g a t i o n .  There i s  a need to 
fo rm al ize  and e v a l u a te  th e  l inkages  between reason ing  about  human a c t i o n ,  and 
moral cho ice ,  in more d e t a i l .  In p r a c t i c e ,  people probably a t tem pt  to  
optimize  a number o f  (o f ten  c o n t r a d i c t o r y )  o b j e c t i v e s  in making t h e i r  
d e c i s i o n s .  In t h e  co n te x t  o f  housing d e c i s i o n s ,  people seek to  maximize 
t h e i r  soc ia l  s t a t u s  and f u t u r e  income whi le  minimizing neighborhood c o n f l i c t s  
with one t h a t  would be made by f i n a n c i a l  i n s t i t u t i o n s  on a s in g l e  economic 
(or  s o c i a l )  o b j e c t i v e .  The a p p l i c a t i o n  o f  a normative mode o f  reasoning  t h a t  
sugges ts  a s i n g l e  choice  must be made when r e s o lv in g  c o n f l i c t i n g  v a lu e s ,  such 
as those  o f  i n v e s t o r s  and those  of  neighborhood r e s i d e n t s ,  may be f a l l a c i o u s  
and c o n t r a d i c t o r y  i f  the  p a r t i c i p a n t s  do no t  make d e c i s i o n s  in t h i s  manner.
Although aware of  th e  t e n t a t i v e  n a tu re  of  many o f  the  arguments 
advanced in  t h i s  s tudy ,  i t  seems worthwhile to  a t tem p t  t o  l o c a t e  housing 
f inance  a n a l y s i s  w i th in  a wider framework o f  a n a l y s i s .  T r a d i t i o n a l  ana lyses
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of  housing and f inance  based on the  r e l a t i o n s h i p  between consumer demand and 
market p rocesses  a r e  secondary elements which a r e  e x p l i c a b l e  only  r e l a t i v e  
to  the bas ic  soc ia l  s t r u c t u r e s  and p o l i t i c a l  a c t i o n s  wi th in  m e t ropo l i t an  
Oklahoma C i ty .  Concrete em pir ica l  r e s e a r c h  along the  l i n e s  cha r t ed  by the 
approach i s  the  only  measure o f  the  l e t t e r ' s  u t i l i t y .
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